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LETTER OF TRANSMITTAL 





OctToREeR 22, 1956. 
Hon. James O. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator Eastitanp: The Subcommittee on Antitrust and 
Monopoly herewith transmits for the information of the members of 
the Committee on the Judiciary, a staff report entitled “Attempted 
Merger of Puget Sound Power & Light Co. and the Washington Water 
Power Co.” This report is based on hearings held by the subcom- 
mittee on September 21, 22, and 23, 1955, and subsequent investiga- 
tion and study made by the staff this year. 

By designation of the late Senator Harley M. Kilgore, I acted as 
chairman at the hearings. This report was prepared by George E. 
Clifford, Malcolm S. Mecartney, Wilbur D. Sparks, and Louis Rosen- 
man, of the subcommittee staff, under the direction of Jose ph W. 
Burns and his successor, Donald P. McHugh, chief counsel and staff 
director. 

JoserpH C. O’Manonery, 
Acting Chairman, Subcommittee on Antitrust and Monopoly. 
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A STUDY OF THE ANTITRUST LAWS 


Attempted Merger of Puget Sound Power & Light Co. and the 
Washington Water Power Co. 


I. INTRODUCTION 


Prior to 1935, certain financial groups controlled vast aggregates of 
operating utilities through the device of holding companies and sub- 
holding companies. Preeminent among these was the system of the 
Electric Bond & Share Co. of New York. The operating utilities 
were chartered by the States and managed without any regulatory 
supervision by the Federal Government, although their business was 
clearly in interstate commerce and, under the Constitution, subject to 
regulation by Congress. After hearings before the Senate and House 
Committees on Interstate and Foreign Commerce had exposed the 
evils of remote control by holding companies, the Public Utility 
Holding Company Act of 1935 was enacted. The Securities and 
Exchange Commission, created in the previous year, was authorized 
to bring about divorcement between certain types of utility holding 
companies and their affiliates. The purpose of Congress was to give 
local independence to the utility industry. Subsequently, by order of 
the SEC, Bond & Share was ordered to divest itself of several sub- 
holding companies through which it controlled a large number of 
operating utilities. 

A part of the story told in this report deals with the attempt to 
thwart the national policy of local independence for operating utilities 
and to restore to Bond & Share and those who control it a place of 
paramount influence in the Pacific Northwest. Without action by 
Congress, the intent of the 1935 act was in danger of being nullified. 
Through mergers, undesirable influence still might be exerted by 
remote holding companies over combinations of operating utilities. 

Hearings conducted by the Subcommittee on Antitrust and Monop- 
oly of the Senate Judiciary Committee in September 1955 disclosed 
an attempt by a large public utility company in the State of Wash- 
ington to force a merger upon an unwilling neighboring company 
in that State and to absorb it. The efforts to bring about the merger 
were promoted by a group of Wall Street brokerage and investment 
houses and private utility interests, including Electric Bond & Share 
Co. For this purpose the group organized a so-called stockholders’ 
committee, despite the fact that few of its members owned any stock 
in the company which was the object of the merger attempt. 

The Washington Water Power Co. (W ashington), of Spokane, was 
the corporation which actively sought the merger. With the help of 
the brokerage and investment houses and of the Electric Bond & 
Share Co. and its service affiliate, Ebasco Services, Inc., Washington 
brought tremendous pressure upon the management of the Puget 
Sound Power & Light Co. (Puget), of Seattle, to consent to a plan 
under which Puget would be absorbed. 













































A STUDY OF 





THE ANTITRUST LAWS 






Virtually all the cases of corporate mergers or acquisitions which 
have been the subject of inquiry by the subcommittee have been 
arrangements mutually desired and jointly undertaken by the various 
participants, or at least by the incumbent management of the merging 
enterprises. Occasionally, minority stockholders of one or another 
enterprise might dissent, and might exercise their statutory rights of 
appraisal or seek some other remedy; but such internal opposition 
ordinarily would have very little possibility of blocking a merger 
desired and sponsored by the managements. 

The merger was not consummated. The testimony of brokers and 
investment company heads before this subcommittee revealed they 
were not in fact stockholders of Puget. Despite their assertions, 
they failed to establish that they were acting on behalf of and in the 
interest of their customers. In January 1956, 4 months after the 
public hearings, the stockholders’ committee of ‘Vall Street firms 
disbanded. 

Bond & Share controlled Washington until August 1952, and Ebasco, 
Bond & Share’s wholly owned affiliate, has continued its profitable 
service contracts with Washington with no apparent change since 
American Power & Light Co., the subholding company of Bond & 
Share, divested itself of control—10 years after being ordered to do so 
by the Securities and Exchange Commission. 

If the merger with Puget had been consummated, Washington 
would have had a virtual electric power monopoly in much of the 
State of Washington and in northern Idaho—an area fabulously rich 
in hydroelectric power potential. Puget’s ratio of equity to debt was 
more favorable than Washington’s. Washington thus sought the 
merger so as to have the use of the vastly improved equity-debt ratio 
which the combined company would have had, and thereby to finance 
a new program of construction of facilities. 

Washington, the surviving company in the proposed merger, is 
an active participant in the consortium of private power companies 
organized as Pacific Northwest Power Co. to preempt the most valua- 
ble power sites in the Northwest. Washington’s membership in 
this combination, coupled with the strength resulting from the Puget 
merger, would have enabled Washington to dictate and exploit 
hydroelectric power development in the State of Washington and in 
northern Idaho. While this might not be monopoly in the strict 
sense of the Sherman Antitrust Act, it nevertheless represents that 
tvpe of dangerous concentration which poses a constant threat to the 
public welfare. When such a combination is actively backed by 
interests dedicated to achieving their aims by such means as were 
used in promoting this merger, the danger inherent in such a nionopoly 
becomes readily apparent. 

Testimony and exhibits at the hearings disclosed that the primary 
objective of the financial promoters of the merger was to realize 
lucrative fees anticipated from the combination of the two utilities, 
both in effectuating the merger and from future financing. The 
dominant firms in the group have been closely allied with Bond & 
Share, Ebasco and Washington Water Power, with whom they worked 
in close concert. 

For Bond & Share, the merger would have meant that through 
Ebasco it would be servicing and influencing an enhanced public 
utility in this vitally important area, and it would thus regain much 
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of the infuence lost through the forced divestiture of American Power 
& Light. 

The hearings were illuminating in revealing the operations of such 
public utility service companies as Ebasco, owned by holding com- 
panies. They raised the question of whether, under the present 
policies of the SEC, through such service companies, the parent 
organization may continue to exercise the remote control over operat- 
ing utilities which the Public Utility Holding Company Act of 1935 
sought to curb. 

Another result of the hearings was to bring into sharp focus the 
question whether the SEC is exercising adequate supervision over 
committees of stockholders. In the attempt to force the Puget- 
Washington merger, the committee of brokers and investment firms 
misrepresented the actual interests of its membership to the Puget 
shareholders for whom it pretended to act. It kept secret the fact 
that member firms held few shares of Puget, or none at all; that they 
had no authority to act for their customers, that, in fact, they were 
acting for their own interests, not their customers, that they held 
substantial shares of Washington, that they had received lucrative 
fees from Washington and from Bond & Share, that they were 
anticipating future fees for financing from Washington, and were 
competing among themselves for such fees. 

The stockholders’ committee propagandized for the merger, brought 
pressure on Puget for its consummation, financed suits both to prevent 
Puget from selling to public power groups and to facilitate the merger 
with Washington, and generally sought to marshal sentiment behind 
the merger. 

Among those who a; at the hearings, which were conducted 
September 21, 22, and 23, 1955, were the president of Puget, the 
president of Washington, officers of Bond & Share and of Ebasco 
Services, and officers or partners of certain New York investment 
banking houses and securities dealers represented in the self-styled 
stockholders’ committee. Many exhibits were presented, and in addi- 
tior, the subcommittee obtained under subpena photostats of a great 
many documents and other data from Puget, Washington, Bond & 
Share, Ebasco, the brokerage and investment firms, and the stock- 
holders’ committee and its secretary. The testimony and exhibits 
of the hearings are contained in the printed record, and documents 
referred to in this report are found in that record or in the appendix. 

There has been reference to the desire of those promoting the merger 
to realize financial gains. Another bond unifying them was their 
opposition to the spread of public power, and their desire to punish 
the Puget management for having carried on negotiations looking to 
the disposal of Puget ’s entire system to a group ‘of public utility ‘dis- 
tricts, which in Ws Sahinistim are referred to as ‘“‘PUD’s.”” It was not 
the purpose of this study to examine into the relative merits of private 
and public power. The subcommittee sought only to make a careful 
and comprehensive appraisal of all the facts underlying the attempted 
merger. However, the testimony and exhibits amply illustrated the 
methods used by private companies to fight public power. 


Il. Summary or EVENTS 


In subsequent sections of this report, there will be detailed descrip- 
tions of the two utilities involved in the attempted forced merger, 
83919—56 
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and a chronology of more important incidents in the struggle will be 
narrated fully. The matter presented at this point is intended to 
summarize sharply the central issues and to indicate the principal 
events. At the outset, powers of public-utility districts under Wash- 
ington law, including those of condemnation of the properties of 
privately operated utilities, must be understood if the dilemma of 
Puget is to be perceived. 

Puget was incorporated in Massachusetts in 1912. Engineers Public 
Service Co., a holding company of Stone & Wel .bster, Inc., ac quired 
control in 1928. The Securities and Exchange ( ‘ommission, in 1941, 
pursuant to the terms of the Public Utility “Holding Company Act, 
directed Engineers Public Service to divest itself of its interest in 
Puget, and since 1944 Puget has been free from holding company 
control. Frank McLaughlin, its president, long resisted the absorp- 
tion of parts of his system by public utility districts. 

Legislation in the State of Washington gives public utility districts 
the right to build their own electric systems or to acquire existing 
systems by purchase or condemnation. Mr. McLaughlin had opposed 
what he considered the wasteful and piecemeal condemnation of Puget 
properties. However, about 1950, after years of litigation in resisting 
the condemnation suits, Pt iget suggested that the utility districts 
make a combined offer to buy the company’s remaining properties at 
a fair price. 

Legislative authority was given, and on September 24, 1952, Puget 
and the utility districts agreed that a combination of PUD’s would 
acquire all of Puget’s properties for almost $100 million. Puget’s 
stockholders would have received about $27 a share, which was far 
higher than the market price at the time. Puget directors approved, 
and at a special meeting of stockholders, the proposal was authorized 
by about 84 percent of the outstanding stock. 

In Puge t territory west of the Cascades, sentiment for public power is 
strong. East of the Cascades, in the region served by the Washington 
Water Power Co., there is less fervor for public power, but Washington 
itself has yielded part of its facilities to the publicly owned companies. 
Feartul of the growing influence of the PUD’s and visualizing the 
enormous possibilities in the acquisition of Puget, Washington Water 
Power, under the direction of its president, Kinsey Robinson, and his 
financial and utility allies, moved actively to block the sale of Puget 
to the PUD’s. On October 9, 1952, Washington transmitted to 
Puget merger offers looking to Puget’s acquisition by Washington. 
A week before the scheduled mee ting of Puget’s stoc kholders, Wash- 
ington caused a large display advertisement to be printed in news- 
papers in the most important financial centers, setting forth its 
merger offer to Puget, and urging Puget’s stockholders to vote against 
the sale to the PUD’s and to revoke any affirmative proxies which 
stockholders might have submitted. 

There followed the first of the several contests in the courts. On 
October 24, 1952, a few days before Puget’s scheduled stockholders’ 
meeting, a suit to enjoin that meeting and the execution of the purchase 
agreement with the PUD’s was filed in Massachusetts, where Puget 
is incorporated. The court did not enjoin the holding of the stock- 
holders’ meeting but did enter an order restraining Puget from execut- 
ing the agreement and consummating the sale. That order was 
vacated shortly thereafter. 
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The utility districts did not carry out the purchase. They had 
been hampered in efforts to finance it, and they now faced litigation 
in the State of Washington by persons seeking to obstruct the 
transaction. 

Puget retorted on December 8, 1952, suing Washington and assert- 
ing malicious interference with its contract with the utility district 
It charged that the obstructive moves were instigated and carried out 
by Washington and its agents, including Ebasco Services, Inc 

A second merger offer was made by Washington to Puget about the 
middle of January 1953, and Puget’s management considered some of 
its terms an improvement over the previous offer. Puget had agreed 
with the PUD’s that the time for the performance under their agree- 
ment was to expire February 27, 1953, and when litigation made the 
PUD’s unable to complete the purchase, Puget exte nded the purchase 
period to July 31, 1953, upon condition, however, that prior to that 
date a merger of Puget and Washington had not been consummated. 

Puget and Washington entered into an agreement of merger on 
April 8, 1953, on condition that on or before July 30, 1953, all necessary 
regulatory approvals be obtained and the merger should be actually 
consummated. As of the specified dates, neither Washington nor the 
districts could complete the purchase. 

The districts were entangled in the courts, but the merger proposal 
faced active public opposition. There were many intervenors in the 
proceedings before the Washington Public Service Commission. When 
the Commission approved the merger, seven intervenors filed review 
proceedings in the State courts and obtained a writ of review. There 
were also many who filed intervention notices in the anticipated pro- 
ceedings before the Federal Power Commission. 

Puget had extended its contracts with Washington and the utility 
districts until November 19 and 20, 1953, respectively, but with the 
approach of these dates Puget announced it would not extend further 
either agreement. Puget’s “decision was based on the belief that both 
contracts would face years of litigation, and also that public sentiment 
in its territory strongly favored Puget’s continuance as an independent 
public utility company, with the likelihood of acquisition by public 
power interests lessened and free from connection with W ashington 
Water Power, Ebasco, and their Wall Street allies. 

Subsequent to the decision, the market price had risen from about 
$25 a share to about $40 at the time of the subcommittee hearings. 

Applauded in western Washington, the Puget decision was not well 
received by Washington Water Power’s Wall Street allies. The so- 
called stockholders’ committee brought an action in a Massachusetts 
State court to obtain a list of Puget stockholders, asserting that it 
wanted the list so as to replace the management with a new board of 
directors favorable to a merger with Washington. The court granted 
the application after extended litigation, and on July 20, 1955, the 
stockholders’ committee sent a letter to the stockholders of Puget 
asking that they support the efforts to bring about a merger. 

The Securities and Exchange Commission notified the committee 
that the letter, although not in the form of a proxy solicitation, 
amounted to that in effect and violated the Commission’s proxy 
regulation (V, 2029).'_ The Commission threatened to seek an injunc- 
tion to force recall of the letter unless it was voluntarily withdrawn, 


1 All these references refer to pt. V, and appropriate page number, of the Northwest Power Hearings 
before this subcommittee, held in the 84th Cong., Ist sess. 
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and the committee on August 5 asked Puget stockholders to disregard 
signature cards sent with the letter of July 20 and promised to make 
no use of cards which had been sent in. 

This was the situation when the subcommittee began its hearings. 
The merger has never been consummated. Early in January 1956, 
the stockholders’ committee, consisting of brokers and investment 
dealers, announced that it was disbanding as the merger no longer 
appeared feasible. Mr. McLaughlin, the Puget president, has indi- 
cated his belief that the hearings before this subcommittee forced the 
collapse of the merger movement. 


III. Conc.usions 


. Washington Water Power, under the direction of Kinsey Robin- 
son, made a determined effort to block the sale of Puget to the PUD’s 
and to effect a merger with Puget against the will of that company’s 
management. 

2. A group of Wall Street brokerage firms and investment banking 
houses actively participated with Washington in these endeavors, 
primarily for financial gain and sec ondarily to retard the spread of 
public power. 

3. The Electric Bond & Share Co. and its subsidiary, Ebasco 
Services, Inc., played a leading role in the merger, and would greatly 
have enhanced their influence in our greatest area of hydroelectric 
power potential if the merger were effected. 

The merger would have enabled The Washington Water Power 
Co. to obtain the financial backing necessary to assume the leadership 
in the exploitation of the fabulous power potential of the Northwest. 

The creation of such a tremendous private utility, working in 
concert with other important utilities under the name of Pacific 
Northwest Power Co., would have strengthened the position of private 
power interests in the fight against the expansion of public power in 
i Northwest. 

5. Washington’s membership in this combination, coupled with 
the ‘strength gained by the acquisition of Puget, would have resulted 
in a vast concentration of economic power which would have multi- 
plied the dangers to the public of a monopolization of hydroelectric 
oe development in the Northwest. 

A /spurious device to effect the merger—a ‘stockholders’ com- 
mittee” —followed a consistent policy of deceit in its activities. It 
misrepresented the actual interests of its membership to the Puget 
shareholders for whom it pretended to act. It kept secret the fact 
that member firms held few shares of Puget or none at all, that they 
had no authority to act for their customers, that they held substan- 
tial shares of Washington, that they had received lucrative fees from 
Washington and from Bond & Share, that they were anticipating 
— fees for financing from W ashington. 

A combination of financial interests in New York sought to 
decide the fate of an operating utility on the Pacific coast, paying 
scant heed to the interests of that company’s stockholders and 
customers. 

9. The active role played by Ebasco in the attempted merger 
raised serious doubt whether the present policies of the SEC permitted 
holding companies such as Bond & Share to exert through service 
companies the type of influence over operating utilities which the 
Public Utility Holding Company Act sought to eliminate. 
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IV. DescripTion oF THE COMPANIES AND Orner Power INTERESTS 
IN THE AREA 


A. PUGET SOUND POWER & LIGHT CO. 


Puget Sound Power & Light Co. (Puget) was incorporated in 
Massachusetts in 1912 as a consolidation of several utility properties 
serving the Seattle-Tacoma-Puget Sound territory in western Wash 
ington. As it grew and prospered, the new company acquired addi- 
tional properties in the area. In 1928 control of the company was 
rained by Engineers Public Service Co., a holding company controlled 
Ee Stone & Webster, Inc.; in 1944 the Securities and Exchange 
Commission forced divestiture of the company by Stone & Webster 
interests and it has operated as an inde saadiinh utility since that time. 
As of January 15, 1955, 34 percent of all Puget stockholders lived in 
the State of Washington and owned 19 percent of all outstanding 
stock, while 47 percent of all stockholders lived in Oregon, California, 
and Washington and collectively held 30 percent of the stock (V, 
2164). 

Puget provides electric service throughout 8 counties in western 
Washington and in small areas in 2 additional counties. Its territory, 
comprising about 3,400 square miles, lies in the coastal area around 
Puget Sound and extends to the Cascade Mountains some 50 to 70 
miles to the east, reaching from the Canadian border on the north to 
the vicinity of Mount Rainier on the south, a distance of some 200 
miles. Seattle and Tacoma, the two leading cities in the area, are 
not served by Puget, having their own munic ‘ipal electric systems, 

The population of Puget’s service area is approximately 500,000. 
The company has approximately 170,000 retail customers located in 
about 265 communities and adjacent rural areas. More than half 
of its customers live in rural areas. In view of the trend toward 
decentralization of both population and industry this indicates a real 
possibility of future growth of the company. The population of the 
8 counties served by Puget, not including the cities of Seattle and 
Tacoma, increased by 61.2 percent in the 1940-50 period as compared 
with 24 percent for the 1930-40 period. During the same 1940-50 
decade the population increase for the entire State of Washington 
was 37 percent and 14.5 percent for the United States as a whole. It 
is anticipated that the economic growth of the Puget Sound-Cascade 
area will require about 1,700,000 kilowatts of additional electric power 
during the next 10 years. 

Puget owns and operates 1 steam electric and 7 hydroelectric 
generating plants with installed capacity of 272,260 kilowatts (name- 
plate rating). Its assets are approximately $100 million and its 
annual revenues about $18 million. In view of the anticipated growth 
and increased need for additional generating capacity, it has joined 
with the municipal systems of Seattle and Tacoma and the public- 
utilities districts for Snohomish and Chelan to form the Puget Sound 
Utilities Council, an organization established to study ways and 
means for obtaining low-cost power for the entire area in the future 
(V, 2156). 

For a number of years, Puget has had a high ratio of equity to debt. 
As of August 31, 1955, its capital structure consisted of 43 percent 
debt and 57 percent common stock equity. This favorable ratio 
has placed the company in a position where it can finance expansion 
of its plant facilities through the issuance of senior securities and 
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preferred stock at a relatively low cost, with the net result of increased 
earnings for the common stock. 

Since 1931 the president of Puget has been Frank McLaughlin, 
who has had 43 years’ experience in the electric utility field (V, 2153). 
The company’s directors are all residents of the State of Washington. 


B. WASHINGTON WATER POWER CO, 


Washington Water Power Co. (Washington) was incorporated in 
the State of Washington in 1889. In 1928 its voting stock came into 
the possession of American Power & Light Co., a subholding company 
which was a subsidiary of the Electric Bond & Share system (V, 2118). 
In 1942 the Securities and Exchange Commission ordered American 
Power & Light to divest itself of this control, and in 1952, after a 
long delay, it complied by issuing the common stock of Washington 
to its stockholders. 

Washington’s electric operations are carried on in the central and 
eastern parts of the State of Washington and in northern Idaho. Its 
service territory, comprising about 26,000 square miles, covers 21 
counties in Washington and 9 counties in Idaho. The principal city 
in this territory is Spokane, with a population of 161,721 in 1950. 
The estimated population of the entire territory was 470,000 in that 
year. As of July 1953, Washington was serving 125,536 electric cus- 
tomers, 75 percent of whom were in the State of Washington. Like 
the service territory of Puget, the population of Washington’s territory 
is continually growing. Between 1940 and 1950 the “population of 
the principal cities served in Washington increased some 39 percent, 
while that of the principal cities served in Idaho increased about 32 
percent. 

Washington operates12 hydroelectric plants. The Cabinet Gorge 
project, which was completed in August 1953, doubled the capacity 
of the company’s facilities. At the time of the hearings, Washington 
had 402,560 kilowatts (nameplate rating) of installed generating 
capacity. 

In general, the service territory of Washington is far to the east of 
the Cascade Mountains which divide eastern and western Washington 
into separate worlds of interests, climate, and population density. 
The areas between the main territories of Puget and Washington are 
largely serviced by public-utility districts. 

The president of Washington since 1938 has been Kinsey M. Robin- 
son, who has been assoc iated with the utility industry for many years 
(V, 2080). For many years he has been one of the most persistent, 
outspoken, determined, and effective opponents of public power in 
the State of W ashington. When Howard Aller, president of American 
Power & Light Co., was testifying before the Securities and Exchange 
Commission in January 1950, he said that he “gave Robinson the 
job as president of Washington Water Power Co. to fight public 
power’’ (Seattle Times, January 27, 1950). Mr. Robinson’s success 
in combating public power is alow by the fact that in only one case 
has W ashington been forced to sell properties to a public-utility 
district. Its sale to the Chelan district after long and bitter litigation 
was at a price of $20 million. This was a reputed profit of $9,800,000 
on this transaction, and as a result Washington’s ratio of equity to 
debt was boosted from 35.4 to 47.4 percent. 

In contrast to the situation in Puget’s territory, only 5 percent of 
Washington’s properties are situated in counties where there are 
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public-utility districts some consider this a tribute to Rob 
efficiency in the political arena, where the battle has raged w 

tic uls ar feroc itv In recent years, he and his compan’, have ae 
supported bills in = State legislature which were aimed at hamstri 
ing the public-utility districts. While be bas not succeeded 
efforts, the bills nares failed of passage by a comparatively few 
and this becomes a significant fact in the events considered 
report. 

It was inevitable, therefore, that the policies expressed by Mr 
McLaughlin which finally resulted in ey recommendation to the 
Puget stockholders that its prope ‘rties be sold to the PUD’s would 
clash head on with the anti-public-power policies which Mr. Robinson 
and those whose interests he re ouunited had relentlessly fought to 
maintain. 

; C. THE PUBLIC UTILITY DISTRICTS 

The production and distribution of electricity through locally con- 
trolled, publicly owned agencies has been a widespread practice in the 
Pacific Northwest for many years. In 1930 the voters of the State 
of Washington authorized the creation of municipal corporations, 
known as public-utility districts, each to be vested with authority to 
acquire, either by condemnation or purchase, electric-utility prop- 
erties and to operate them. This measure became effective in 1931 
and has continued in full force to the present day. Similar statutes 
grant municipalities of the State of Washington the right to acquire 
and operate electric-utility properties. 

Under the authority of these statutes, many condemnation suits 
were brought against Puget. As a result, either by judgment of the 
courts or by negotiation, Puget sold many of its properties to PUD’s 
and municipalities during the 1930’s and early 1940’s. In addition, 
expansion of Puget into areas adjacent to its service territory was made 
virtually impossible when PUD’s were established there. 

By 1946 Puget’s operating territory was practically su See by 
PUD’s. In 12 of these counties, in the cities of Seattle, Tacoma, 
C entralia, Ellensberg, Kashmir, and Blane, and in 10 smaller addi- 
tional communities, such districts were in active operation. Mr. 
McLaughlin and his associates in Puget became increasingly alarmed 
over the piecemeal loss of the company’s system to the PUD’s. 
Further, by 1945 some 19 of these suits were pending against Puget. 
They complained about the uncertainty of operating with such a 
sword of Damocles hanging over them. They complained of their 
inability to plan and function effec tively, the de serait ation of stock- 
holders, employees and management, and the resultant hamstringing of 
the whole enterprise. They advocated, therefore, that the PUD’s 
jointly acquire the entire Puget system which remained. 

After several proposals by Puget, a group of PUD’s in Puget’s terri- 
tory proposed in August 1945, the purchase of Puget’s properties and 
assets and the assumption of all its obligations. As the 1931 law 
authorizing the creation of PUD’s did not specifically permit such an 
overall acquisition of an integrated system, a suit to test the validity 
of this proposal was filed, and in June 1947, the Supreme Court of 
Washington found such a purchase invalid. 

In 1949, the Washington State Legislature enacted a law authorizing 
two or more PUD’s acting jointly to acquire by purchase (but not by 
condemnation) an electric utility system even though the property so 
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purchased might be located partly outside the boundaries of the pur- 
chasing PUD’s. The Supreme Court of Washington sustained the 
validity of this law on January 5, 1951. 

In preparing for the negotiations with Puget which were to follow, 
the PUD’s engaged a firm of consulting engineers, R. W. Beck and 
Associates, to compile the great volume of financial, engineering, and 
other information necessary to arrive at a proper offer. Since they 
proposed to finance the purchase through the issuance of revenue 
bonds, it was necessary to consider the net income from the respective 
properties to determine the price at which the bonds would sell and 
to satisfy prospective purchasers of the soundness of such bonds. 

In the middle of November 1951, the financial and engineering data 
which was required was received from Beck. 

Because the Federal Government at that time required review and 
approval of proposed State and municipal financing by so-called 
“voluntary credit restraint committees,” it was then necessary, when 
the Beck data was in hand, for the PUD’s to apply for such approval 
by the appropriate committee at San Francisco. The committee 
refused to approve the application on the ground that the application 
was “‘premature.’”’ It is perhaps significant, however, that the chair- 


man of the committee was Frank F, Walker of Dean Witter & Co., 
and that another member of the committee was John Inglis of Blyth 
& Co. As will appear later, Mr. Walker and another representative 
of Blyth & Co. became members of the .“‘stockholder’s committee”’ 
which opposed the sale of Puget to the PUD’s and actively promoted 
the merger of Puget with Washington. 

Negotiations continued among the PUD’s and with Puget. The 


roadblock of the voluntary credit restraint committee was removed 
on March 31, 1952, when the system of review and approval was 
terminated. After further negotiations, 6 of the 7 PUD’s involved 
were able to agree on the form and substance of the purchase offer, 
on the bond and other essential resolutions which were required, and 
on the commitment to be obtained from the Bonneville Power Admin- 
istration. 

Finally, after the many years of intensive effort to accomplish an 
overall acquisition, the six PUD’s (Chelan, Kitsap, Jefferson, Skagit, 
Snohomish, and Thurston) presented their offer to Puget on September 
10, 1952. They characterized it as a fair offer, made as the result of 
a great deal of time and effort, and announced that if it were not 
accepted they would feel duty-bound to proceed with condemnation 
of the Puget properties. Under this offer Pudget stockholders would 
have received about $22 per share of common stock, and it was con- 
templated that the properties not included in the sale would net an 
additional $5 per share (V, 1906). It was thus estimated that Puget 
stockholders would receive during the entire course of liquidation 
approximately $27 per share of common stock. 


D. OTHER POWER SOURCES 


1. Puget Sound Utilities Council 

In 1954 the Puget Sound Utilities Council was established. This 
organization was composed of Puget Sound Power & Light Co., the 
municipal systems of the cities of Seattle and Tacoma, and the public- 
utility districts for Snohomish and Chelan counties, respectively. 
It was established to enable the member electric systems in the Puget 
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Sound-Cascade area to provide, for their mutual benefit, an adequate 
pool of power for the anticipated rapid expansion in that area. 

The Puget Sound-Cascade area constitutes a natural geographic 
and economic entity. The utilities serving this area, therefore, have 
a community of interest and common problems. It has been esti- 
mated that the economic growth of the area will require around 
1,700,000 kilowatts of additional electric power during the next 10 
years. This would involve an estimated capital outlay in excess of 
half a billion dollars. With such a substantial load growth, which 
necessarily involves the construction of large power projects, it was 
concluded that power at the lowest cost for the area could be obtained 
only through joint planning and coordinated development of the 
utilities concerned. The council is actively studying such projects 
at the present time. 

2. Northwest power pool 

The systems of both Puget and Washington are included in the 
Northwest power pool. The pool was formed in July of 1942 to 
coordinate the power resources of all the major electric systems in the 
Pacific Northwest in order to obtain the maximum power output and 
to make the most effective and economical use of such resources, 
primarily in aid of the war effort. 

This pooling arrangement has continued on a voluntary basis. 
Besides Puget and W ashington, the pooled resources include the sys- 
tems of Idaho Power Co., Montana Power Co., Portland General 
Electric Co., Pacific Power & Light Co., Utah Power & Light Co., 
and British Columbia Electric Co., Ltd., together with the municipal 
systems of Seattle and Tacoma, and the Bonneville Power Adminis- 
tration. The Pacific Northwest area encompassed by the electric 
systems of these 11 member utilities covers most of Washington, 
Oregon, Idaho, Montana, Utah, and British Columbia. The trans- 
mission lines of all of these utilities are tied together, directly or in- 
directly, to form a large power grid. 

8. Federal power sources 

The Bonneville Power Administration (BPA) is authorized to dis- 
pose of the power generated at the Bonneville, Grand Coulee, and vari- 
ous other Federal projects in the Pacific Northwest, in accordance 
with the Bonneville Project Act (ch. 12 B, title 16, U.S. C. A.), to 
Puget, Washington, Pacific Power & Light Co., Mountain States 
Power Co., Portland General Electric Co., Idaho Power Co., Mon- 
tana Power Co., California-Oregon Power Co., and (¢ ‘alifornia- Pacific 
Utilities Co. 

Section 4 (a) of that act provides, however: 

In order to insure that the facilities for the generation of 
electric energy at the Bonneville project shall be operated 
for the benefit of the general public, and particularly of 
domestic and rural consumers, the administrator shall at all 
times, in disposing of electric energy generated at said 
project, give preference and priority to public bodies and 
cooperatives. 


Accordingly, Puget and Washington, along with other privately 
owned companies purchasing power from this Federal source, would 
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obtain such poww. only after the needs of public bodies and coopera- 
tives having similar purchase contracts had been supplied. 

On August 31, 1953, Puget and Washington, together with 5 other 
northwest utility companies, entered into 20-year contracts with the 
Bonneville Power Administration covering the purchase of power, 
interchange of surplus power, and transfers of power. The contracts 
contain a priority schedule under which the Administrator will 
annually give to the contracting companies, for their domestic and 
rural customers, a preferred call on up to 500,000 kilowatts of new 
power generation when it becomes available for disposition by BPA in 
excess of its other firm commitments, and before making additional 
sales to large industrial users. 


4. Intercompany pool 

Concurrently with their execution of the 20-year power purchase 
contracts with the Bonneville Power Administration in 1953, five 
privately owned utility companies—Puget, Washington, Pacific Power 
& Light Co., Mountain States Power Co., and Portland General 
Electric Co.—entered into a new intercompany contract dated October 
1, 1953. Mountain States was merged with Pacific Power & Light 
Co. on May 21, 1954. ‘This contract supplanted a similar agreement 
which would have expired September 30, 1956. The new contract, 
however, is to remain in effect for the period covered by the 20-year 
purchase contracts between the companies and the Federal Govern- 
ment unless canceled by one of the parties on not less than a year’s 
notice. 

The new intercompany contract provides for the pooling of certain 
power resources by its five companies, the joint operation of certain 


power facilities, the distribution of pooled power among the companies, 
and the equitable distribution of the cost of the pooled power and pool 
operations. 


V. Tue Stakes INVOLVED IN THE MERGER OF PUGET AND 
WASHINGTON 


Late in 1952, while the negotiations for the sale of Puget to the 
PUD’s were proceeding, and as they progressed toward what was 
apparently to be a successful conclusion, other interests were becoming 
alarmed by these developments. These interests favored, rather, a 
merger of Puget and Washington. The activities in which they 
engaged, pointing toward preventing the sale of Puget to the PUD’s 
and bringing about a merger of Puget and Washington instead, are 
the subject of this report and are discussed in detail in the next follow- 
ing section. 

The interests which anticipated gain from the merger were Washing- 
ton, Bond & Share and Ebasco, and their financial allies. United as 
they were in firm opposition to the spread of public power, they also 
saw in a Puget-Washington merger opportunity for great financial 
fees and enhanced influence, with the paramount benefit coming from 
development made feasible by the combination of the two companies. 
All their ambitions would be frustrated if the great Puget system 
should enter the domain of public power in this key region. 

The discussion which follows describes the interest of each of the 
major participants in the attempted merger. 
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A. WASHINGTON WATER POWER CO. 


The battle of public versus private power which has been raging in 
the United States for almost three decades has gripped the Pacific 
Northwest with particular intensity, for it is in this area that a very 
large proportion of the entire hydroelectric potential has been de- 
ve loped and is still to be developed. Multiple-purpose development 
of the Columbia River and its tributary streams has been underway 
since 1933, when funds for the Bonneville Power Administration were 
first allocated. The Columbia River, it should be noted, has a poten- 
tial of 40 percent of all the hydroelectric power of the entire Nation. 
Subsequently, the Bonneville Power Administration was created 
a marketing agency, and other projects were authorized by Congress, 
including the tremendous Grand Coulee Dam. 

The success of the public-utility districts and the municipal utilities 
in the State of Washington had resulted, by the end of 1950, in public 
ownership of approximately half of the electric utility business in the 
State. Three major and six very minor companies controlled the 
other half. The following figures tell the story: 


Private electric companies business and property in the State of Washington only 
Dec. 31, 1950 


i 





Average Electric Annual | Generating 
Name of agency number of plant electri capacity 
customers (000) revenue kilowatts) 
OOO) 

Puget Sound Power & Light Co._.---. ; ; 232, 321 $117, 328 $25, 421 206, 250 
Pacific Power & Light Co titewssteends | 56, 059 34, 184 6, 422 | 110, 470 
Washington Water Power Co__........- | 85, 157 47, 734 11, 608 180, 960 
Se Gna cacdmescnunguccuuencirees ; 4,340 923 319 3, 160 
Fc a lala ll on 377, 877 ~ 200, 169 43, 862 590, 840 


Public agencies excluding U. S. Government agencies State of Washington only 
Dec. 31, 1960 
rat Gh TEE F he aad 77 | tt | : 
Average | Electric Annual Generating 





Name of agency | Num- | number of | plant electric capacity 
ber | customers | (000) | revenue (kilowatts) 
| O00 

Municipalities Scbhayp ds Cadsiteucncees 20 192,526 | $182, 684 $23, 740 493, 756 

Public utility districts._._............- — 22 | 180, 787 83, 824 19, 952 46, 186 

Mutuals and cooperatives. ...........--.-----. 23 27, 404 15, 642 2, 398 3, 025 

te E hls mcimall 65 400, 717 282, 151 46, 091 542, 967 

Total private and public_ dui dibwerccduowedaett | Stun . 778, 594 482, 321 89, 953 1, 133, 807 
Percentage of total: | 

a elise On a ae ON A: pees tatnctalen Tekindiiags : 48.5 41.5 48.8 §2.1 

POON. on onde d. hat bbs Sistem dbbobninn iain 51.5 58.5 51.2 47.9 


Source: Riwe of Federal Power Commission and W ahneue! Public Service Commission, 1951. 


These figures speak for themselves. They explain eloquently one 
reason why Kinsey Robinson and his associates in Washington 
wanted to acquire Puget. With the exception of the area served in 
the southwest part of the State by Pacific Power & Light Co., the 

merged Puget-Washington company would have had a virtual monop- 
oly among private power companies. It would have had 84 percent 
of the private customers shown in the tabulations above, the value of 
its plants would have been 82.5 percent of the total private plants, 
the revenues received from electric customers would have been 82.4 
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percent of the total received from private customers, and its generat- 
ing capacity would have been 80.9 percent of the total private capacity. 

The merger of Puget and Washington would have doubled, approxi- 
mately, Washington’s capitalization. More important, it would have 
substantially bettered Washington’s ratio of equity to debt. This 
was a most important factor, since it would have enabled Washington 
to finance projects of great magnitude which otherwise it could not 
readily have undertaken. Mr. Robinson made this clear, for ex- 
ample, in a conversation on March 17, 1952, with John J. Hasfurther 
of the Spokane office of Blyth & Co., investment banking firm, when 
he mentioned that Montana Power Co. had pretty well given up the 
joint venture of developing electric power at Polson Dam. 

“Tf a merger [of Washington] with Puget Sound could be consum- 
mated,” he said, “it would enable [the merged company] to finance 
this project with borrowed money” (IX, 4499).2 In a statement 
to Merrill Lynch, Pierce, Fenner & Beane, on June 30, 1952, Mr. 
Robinson expanded on this idea, indicating that Washington might 
build a new hydroelectric plant, possibly larger than Cabinet Gorge, 
and that the high equity of Puget Sound would enable a combined 
company to finance such a plant entirely by debt. 

The Pacific Northwest is a treasure chest of power. The four 
States of Oregon, Washington, Idaho, and Montana have 40.94 per- 
cent of the total potential hydroelectric power of the entire United 
States, according to the United States Geological Survey. By itself 
the State of Washington has 19.33 percent. Given the added ability 
to borrow, the merged company would be in a position to finance 
great projects in this area of enormous potential, which Washington 
Water Power by itself was not able to finance. 

Another reason why Washington stood to gain if the merger were 
consummated is found in the personality and philosophy of Kinsey 
Robinson, its president. As has been stated, public oe agencies 
in the State of Washington had made very considerable progress in 
the areas of the State not served by Washington, but had gained little 
ground in those areas where that company is predominant. 

Mr. Robinson has carried his fight against the PUD’s to the State 
legislature, where his company has displayed great strength. In 
recent years the opponents of public power have failed by only a few 
votes of obtaining passage of legislation aimed at handicapping the 
public power agencies in the State. If the merger had gone through, 
Mr. Robinson’s political strength would have been increased markedly, 
perhaps to the point where he and his allies could have assumed the 
offensive against public power instead of fighting the defensive action 
which had characterized their fight for the last several years. 

Primarily, however, Mr. Robinson and his associates wanted to 
defeat the PUD’s proposal to buy Puget and to bring about the merger 
of Puget and Washington because they wanted the Puget properties 
for themselves. Robinson had long cherished this thought. He 
testified that as long ago as 1948 he attempted to get the American 
Power & Light Co. to propose a merger of the two companies (V., 
2084). The officials of American, he said, did not think that either 
Washington or Puget were “worth a darn,” so he had to “wait until 
(he) got rid of the holding company” (American) before he could make 


2 All these references refer to pt. IX, and appropriate page number, of the appendix to Northwest Power, 
84th Cong., Ist sess. 
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recommendations to his own board of directors on the merger 
(V., 2084). 

Obviously, the sale of Puget’s property to the PUD’s would have 
completely annihilated the plans of Mr. Robinson and those associated 
with him in their desire to have Washington acquire Puget. He and 
his allies fought the PUD’s plan by every means and ultimately 


defeated it. 





B. ELECTRIC BOND & SHARE AND EBASCO 


The system of holding companies, subholding companies, and 
operating utility companies which constituted the Electric Bond 
Share system has been the subject of lengthy and exhaustive investiga- 
tion by the Securities and Exchange Commission. Prior to the pro- 
ceedings under the Public Utility Holding Company Act of 1935 
which resulted in divestiture of a number of subsidiary companies, 
the system was “a pyramidlike structure of which Bond & Share 
itself constituted the apex, 5 subholding companies create an inter- 
mediate tier, and approximately 237 direct and indirect subsidiaries 
of the latter form the base’’ (In the Matter of Electric Bond and Share 
Company et al., 11 S. E. C. Decisions and Reports 1146, 1153), The 
subholding companies and their subsidiaries had a combined con- 
solidated capitalization (including surplus) of $2,889,561,848 and 
aggregate consolidated assets of $3,434,468,571. The system consti- 
tuted, according to the SEC, the largest single public utility holding 
company registered under the 1935 act. In 1941, the operating com- 

anies of the system in the United States generated 21 billion kilowatt- 

1ours of electricity, approximately 13 percent of the total central- 
station energy generated by all utility companies in the Uuited States 
that year, and sold a total of 281,381,000 thousand cubic feet of gas, 
which was about 14 percent of the total sold in the United States in 
that year by all utility companies. 

After protracted hearings, the SEC in 1942 ordered dissolution of 
the subholding companies in the Bond & Share system which con- 
trolled operating companies in the United States. One of these was 
American Power & Light Co., which controlled, among other operating 
companies, Washington Water Power Co. The SEC decision was 
contested in the courts, but was finally sustained by the Supreme 
Court of the United States. 

Upon the passage of the 1935 act, it became clear to Bond & Share 
that it would be required to dispose of its utility holdings. Accord- 
ingly, it sought a means to retain the large volume of service business it 
had customarily done for its subsidiaries. The solution was the 
formation of Ebasco Services, Inc. (Ebasco), as a wholly owned sub- 
sidiary, and the transfer to it of the staff and accounts of the parent 
company’s service department. The 1942 decision of the SEC stated 
(at p. 1158): 


Each of the public-utility subsidiaries of American has 
continuously since the formation of Ebasco Service, Inc., 
in November 1935, had a service contract with that company. 
Pursuant to such contracts the subsidiaries of American have 
each year paid to Ebasco Services, Inc., the fees provided 
therein and have received (or have been entitled to receive) 
consultative, technical, or other services incident to the con- 
duct of their operations, including services with respect to 
financing and refinancing programs. 
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The role of Ebasco in the Bond & Share system was discussed in & 
footnote at page 1203, where the SEC said: 


The importance of Ebasco Services, Inc., as an agency for 
keeping the activities of the operating companies of the sys- 
tem under close scrutiny may be judged from the fact that 
while Bond & Share and each of the subholding companies 
has a staff of 20 to 25 employees, consisting mainly of the 
officers and clerical assistance, Ebasco Services, Inc., has a 
staff of 630 employees in the United States division and 156 
employees additional in its foreign division, consisting mainly 
of professional personnel such as accountants, analysts, and 
engineers. 

By 1953 Ebasco was servicing 161 utilities in the Nation, mostly 
private, with some 65 percent of its gross income coming from utility 
clients. One of its client companies had been and is Washington 
Water Power Co., and perhaps the services it performs for Washington 
are representative of those performed generally for its utility clients. 
During hearings before the Washington Public Service Commission, 
it was testified that Ebasco provided Washington with “advice on 
practically everything required by an operating utility company.” 
This included advice on safety measures, legislative information on 
developments in Washington, D. C., analysis of financing problems, 
tax forms, rates, load growth, relationships with Federal agencies, 
information on technical papers, power statistics, insurance informa- 
tion, depreciation estimates, assistance on all forms of administration, 
economic analysis (for example, of the effect on the industry of the 
advent of natural gas in the Northwest), transmission studies, space- 


planning consultation, loads and resources studies for the area served, 
studies and complete engineering management for large power projects, 
long-range central facilities studies, and complete assistance on sale of 
bond issues. 


Continuing role of Ebasco in Northwest 

That Washington’s continuing close relations with Ebasco have 
proved a valued source of income to the service company and to Bond 
& Share, its parent, is shown by the fact that Ebasco received the 
following amounts for services rendered to Washington: $613,031.81 
in 1952; $447,226.10 in 1953; $455,717.03 in 1954 and $406,593.23 for 
the first 6 months of 1955. The payments for the 34-year period 
total $1,922,568.17. 

In 1952, when Bond & Share’s control of Washington through its 
subholding company, American, was undisputed, Ebasco performed 
26 classes of services for Washington. Of the classes. of services 
rendered in 1952, all except four continued through subsequent years. 
The nonrecurring items involved Ebasco’s work on the Cabinet Gorge 
hydroelectric development, for which it billed Washington $409,032.49 
in 1952; engineering and technical services relating to an application 
for a preliminary permit for the Noxon Rapids hydroelectric develop- 
ment; a study regarding the Northwest power supply facilities; 
services of financing and business consultants in connection with the 
preparation of financing studies; and services of financing and business 
consultants on issuance and sales at competitive bidding of first mort- 
gage bonds. 
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It should be pointed out that Ebasco’s work on Northwest power 
supply did not end in 1952. Washington was billed also in that year 
$55,918.82 for the engineering and coordinating services of Ebasco in 
connection with the coordinated operation of the Northwest Power 
Pool, and was billed $63,512.38 in 1953, $64,287.90 in 1954, and 
$30,382.84 for the first 6 months of 1955. 

Billed under another classification, the Noxon Rapids project pro- 
vided Ebasco with additional revenue in the years subsequent to 1952 
For engineering, design and construction management services on 
this project, Ebasco billed Washington $20,878.54 in 1954, and 
$200,140.25 in the first half of 1955. Under still another classifica- 
tion, engineering and technical services in connection with the prepara- 
tion of the license application for the Noxon Rapids project, Ebasco 
billed Washington for $16, 585.64 in 1952; $18,773.98 in 1953; $112,- 
365.58 in 1954; and $5,270.04 in 1955. 

An additional sbastifousiinn for engineering design and construction 
servic es at Cabinet Gorge brought Ebasco revenues from Washington 
of $125,383.13 in 1953; $55,619.63 in 1954; $3,302.62 in 1955. 

Of the 26 service classifications for which Ebasco billed Washington 
in 1952, it is plain that in 24, under either — same or different 
nomenclature, the type of services continued to be performed by 
Ebasco in subsequent years. The exceptions are the services of 
consultants on financing (at a cost of only $854.27), and the work of 
such consultants on sale of bonds, in 1952. 

Including the $409,032 fee on Cabinet Gorge, Washington was 
billed by Ebasco for a total of $613,031.81 in 1952. In the subse- 
quent years of its independent operation the billings have been as 
follows: 1953, $447,226.10; 1954, $455,717.03; and for the first half of 
1955, $406,593.23. 

One of the services for which Washington was billed in 1952 was 
the furnishing of engmeering and financial studies on the proposed 
merger with the Puget Sound Power & Light Co., the amount assessed 
being $4,108.54. The subcommittee has in its files an Ebasco study 
completed in April 1952, setting forth a financial analysis of the 
proposed merger. It is to be noted that at that time W ashington was 
under the control of American, and American was under the sway of 
Electric Bond & Share, the sole owner of Ebasco. 

Ebasco billed Washington for engineering and financial studies on 
the merger for $13,804.09 in 1953; and for $36.76 in 1954. There was 
an additional billing to Washington, however, of $14,492.07 for the 
services of financing and business consultants in preparing registra- 
tion statements on the merger in 1953, and of $2.07 in 1954. 

Tasting of Ebasco-Washington projects 

In addition to the services enumerated in the foregoing, Ebasco 
performed the following services for Washington in the years 1952-55: 
Technical and consulting services in connection with rates and pricing; 
technical services on preparation of certificates and other data unde r 
mortgage requirements; insurance and safety services; tax services and 
consultations in connection with United States income, surtax, excess- 
profits taxes, and State taxes; technical services and studies in prepara- 
tion of financial and other reports; Washington offices services; sales 
department services; industrial relations department services; pur- 
chasing and traffic; technical investigations, studies and research; 
engineering group services related to practices and deve lopments; 
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actuarial, valuation and pension planning services regarding employee 
retirement plan ; factory inspection and expediting services ; accounting 
consulting services; ge neral engineering consul ting services; engineer- 
ing, valuation and other work in connection with Chelan County 
PUD condemnation; a transmission system relating to Noxon Rapids; 
preliminary engineering and purchasing services relating to Noxon 
Rapids; technical investigations and studies relating to the develop- 
ment of a plan for additional generating resources on a coordinated 
regional basis; space planning as to a proposed new service area: 
services of business and financing consultants on sale of bonds and 
debentures at compettitive bidding: cost analysis on Fuller Building; 
space planning on Coeur d’Alene division office; study on feasibility of 
nuclear reactor; study on powerloads and resources; technical services 
and studies on water resources and power for presentation to the 
Hoover Commission; stability and power flow study on proposed 
interconnection with the West Kootenay Power & Light Co.; engineer- 
ing and technical services on the subsurface investigation of Bruces 
Eddy hydroelectric development; services in connection with a depre- 
ciation study; space planning consultation services; design services 
Upper Falls hydroelectric development; study of common-stock value: 
services on license application, engineering, coordinating, tec hnical 
services, and consultation for Mountain Sheep and Pleasant Valley 
Dams; engineering services on air conditioning; investigation of use 
of electronic computor in power supply studies; study regarding micro- 
wave installation; studies on application of survey computor to hydro- 
energy ; study of transmission system for new power developments ; and 
natural- -gas analysis. (For record of Ebasco revenues with North- 
west utility companies, see 1X, 4603-4613.) 

Continuing to examine whether Ebasco’s influence with Washington 
has survived the relationship of American Power & Light with that 
utility, one looks to the management of Washington. The utility’s 
presideat, Kinsey M. Robinson, testified that he has served as presi- 
dent since June 1938, moving there from the presidency of Idaho 
Power Co., which was a part of the Bond & Share system at that time. 
When asked how he happened to become president of Washington, 
he testified that he had been requested to take the office by the presi- 
dent of American Power & Light. 

Far from loss of Ebasco influence being a consequence of the de- 
parture of American from the W ashington picture in 1952, the tie of 
the service company to the utility seems to have continued without 
substantial change. The testimony of witnesses indicated that the 
Ebasco general consultant, William E. Parrott, was Mr. Robinson’s 
alter ego in the merger promotional activities and negotiations, and 
Ebasco’s attorneys, Reid & Priest, represented Washington in the 
legal aspect of the merger. 

Ebasco has also served other important utility companies in the 
Northwest, in addition to Washington. Its activities in servicing such 
companies, itemized billings for which in the years 1952-55 have been 
furnished to ths subcommittee, are suggested by the totals of its 
billings to such companies. Pacific Power & Light Co. was billed for 
$739,476.96 in 1952; $308,395.19 in 1953; $173,117.17 in 1954 and 
$109,191.81 for the first 6 months of 1955. 

Ebasco billed the Montana Power Co. for $331,471.05 for services 
in 1952; $110,257.36 in 1953; $94,675.91 in 1954; and $79,494.13 for 
the first 6 inaaithe of 1955. It billed the Idaho Power Co. for 
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$36,663.86 for services in 1952; $216,391.04 for services in 1953; 
$107,916.03 for 1954; and $6,577.45 for the first 6 months of 1955. 

The Portland General Electric Co. was billed by Ebasco for 
$210,030.65 for services in 1952; $195,540.17 for 1953; $253,410.73 
for 1954; and $121,505.30 for the first 6 months of 1955 

It is apparent from evidence developed during the investigation 
that, through friendly managements, Ebasco has persistently sought 
to market insurance, accounting, management, and other services, 
which in addition to engineering services, brought Ebasco revenues 
from utilities in the Pacific Northwest totaling almost $5 million over 
a period of 3% years. 

It is noteworthy that Ebasco billed the Idaho Power Co., for 
$108,604.62 in 1953 for technical and engineering services pertaining 
to the propesed Hells Canyon development. In addition, there was a 
billing to Idaho of $77,157.23 in 1954 for preliminary engineering 
services, for proposed hydroelectric projects and other service and 
attendance of expert witnesses at hearings on license application. 

The following excerpt from an Ebasco memorandum dated June 22, 
1955, entitled “The Idaho Generating Situation,” is significant 
(V, 2207): 

The Idaho battle for the three lower Snake River licenses 
continues. The FPC staff has recommended that all three 
licenses be issued to Idaho. Examiner Costello has recom- 
mended that the Brownlee license be issued to Idaho with the 
other two denied until Idaho needs the power from those 
projects. Review hearings are scheduled to start on June 27 
on Costeljo’s findings. The staff, Idaho and the intervenors, 
are all opposed to his findings. The Commission will not act 
until these review hearings have been completed. 

To confuse the issue and to gain more delay, Senator 
Morse and 29 other pro- “pub lice-power Senators have intro- 
duced Senate bill No. 1333 under which the Federal Govern- 
ment would construct high head Hells Canyon. Similar bills 
have twice been defeated by the Congress and it is not 
believed that this one has any chance of approval. How- 
ever, it is serving its purpose of slowi ing down final action on 


the part of FPC. 


Ebasco’s propaganda activities 

Obviously, Ebasco’s central position has given it opportunity to 
promote a common line of propaganda in the public -utility field. It 
must be concluded from evidence in the subcommittee’s files that one 
of the functions of the Ebasco research department is that of a speech- 
writing agency for its utility clients. For example, these files show 
that C. N, Phillips, of the Ebasco research de partment, sent to 
P. B. McKee, president of Pacific Power & Light Co., on October 13, 
1953, the draft of a speech which Mr. McKee was to deliver on the 
situation of the electric utilities. Mr. Phillips was also helpful 
J. E. Corette, Jr., vice president and assistant general manager of the 
Montana Power Co. On May 7, 1952, Mr. Phillips sent to Mr. 
Corette material to be used in a speech before the Edison Electric 
Institute, on the significance of expansion programs in Federal power 
spending areas. Mr. Phillips again furnished material to Mr. Corette 
on January 16, 1953, at this time a seven-page memorandum on the 
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Tennessee Valley Authority situation. In the light of the subsequent 
disclosure of proposals affecting the TVA advanced by interests allied 
with Ebasco, the following excerpt from that memorandum assumes 
additional interest: 


The drain on the Federal taxpayers could be eliminated 
entirely by denationalizing the power operations of TVA. 
A practical plan to do this would be to— 

1. Leave the dams, reservoirs, and the fertilizer oper- 
ations in the hands of TVA, to be operated by it for 
navigation, flood control, recreation, and fertilizer pro- 
duction. 

2. Sell to the public or to a non-Federal organization 
the powerhouses, transmission lines, and electric-power 
business under Federal license if practical. 

3. Provide that the purchaser would pay the Federal 
Government for the use of the falling water at the dams. 

4. Result in the purchaser (if a taxpayer) paying 
Federal, State and local taxes on the electric property. 

5. Restore the electric operations to the jurisdiction 
of the State regulatory commissions. 


Apparently there has been an unusually free interchange of propa- 
ganda ideas between the Ebasco research department and many 
utility companies. Thus, Kimball Jack, of the Washington Water 
Power Co., wrote to Mr. Phillips on July 25, 1955: 


Do you believe it possible for the industry to agree on 3 or 
4 simple issues, which our several agencies—PIP, ECAP, 
NAEC, EEI, Reddy Kilowatt, plus allies such as Electrical 
World and individual companies—could promote uniformly? 

Who might take the leadership? Would it be EEI’s new 
president? How would the issue be agreed upon—by com- 
mittee or mail questionnaire? Should they include the 
terms “‘socialism,’”’ which public-power boys strongly resent, 
the administration’s partnership policy, etc., etc.? 


Ebasco’s merger role 


Bond & Share’s wholly owned service company, Ebasco, appears to 
have had contact at all times with all the promoters of the merger, 
and at least since early in 1952 actively worked to bring about the 
merger. The employee who had immediate responsibility was 
William E. Parrott, a general consultant in Ebasco. 

Like Bond & Share, Ebasco has its headquarters at 2 Rector Street, 
New York City. Ebasco owns the skyscraper building at that 
address, at which are housed its own large staff and the small staff 
of its parent company. The law firm of Reid & Priest, which does 
much of the legal work for Bond & Share and Ebasco, also worked for 
the Washington Water Power Co. in the proposed merger. The 
accounting firm of Haskins & Sells does work for a number of the 
companies serviced by Ebasco. Reid & Priest and Haskins & Sells 
also are tenants at 2 Rector Street (V, 2182). 

When the Wall Street promoters of the merger had a message to be 
delivered to Washington’s president, Kinsey R. Robinson, it was 
relayed through Mr. Parrott, who acted also as conduit on instructions 
from Mr. Robinson to his financial allies. 
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An instance of direct communication with George G. Walker, chair- 
man of Ebasco and the president of Bond & Share, however, was the 
letter of Armand Erpf, of Carl M. Loeb, Rhoades & Co., who wrote 
directly to Mr. Walker, July 15, 1953, and said: “We should very 
much like to see the merger go through, and we should be very glad 
to assist in bringing it about”’ (V, 2116). 

As to his activities in the promotion of the merger, Mr. Parrott 
apparently followed a course inconsistent with his normal work 
habits. In his customary activities as a general consultant for 
Washington and other power companies Mr. Parrott kept copies ot 
his correspondence and made numerous memorandums. The subcom- 
mittee has many specimens of Mr. Parrott’s penmanship in these 
activities. As to promotion of the merger, however, the swbcom- 
mittee staff was unable to find in Mr. Parrott’s files any letters sent or re- 
ceived by Mr. Parrott, and there was a total absence of memorandums 
of conferences and telephone communications (V,2181). This was the 
manner of operation of the key figure in the promotion of the merger 
a responsible employee of a vast utility and management service 
organization, who was in close touch with the policy of his e mployer 
and of Bond & Share, who served as the liaison between the service 
company and the company which was the moving party in the pro- 
posed merger, and acted as the link between these companies and the 
investment firms and brokerage houses which played their several 
roles in the merger drama (V, 2192). 

When Georgeson & Co., a Wall Street proxy solicitation firm, sought 
the business of gathering proxies for the vote on the proposed merger, 
its management consulted the Reid & Priest attorney who was direct- 
ing the legal part of the movement, and Mr. Parrott, and came to 
an understanding with them as to fees for projected services (V, 2193). 

The mystery behind Mr. Parrott’s failure to keep records of his 
activities is not explained by any lack of ability on his part. A witness 
representing the investment house which was identified with the 
merger plan perhaps from its inception told of dealing with Mr. 
Parrott, confident that he was aware of all developments (V, 2146). 
The stockholders’ committee looked to him for advice and followed 
his suggestions (V, 2021). The brokerage house which was assigned 
the task of maintaining pressure on Puget’s management outside the 
stockholders’ committee conferred with Mr. Parrott and received 
material from him as to Puget’s ownership (V, 2146). As he concluded 
his testimony, his counsel, a Reid & Priest attorney, told the subecom- 
mittee that Mr. Parrott had not done himself justice, and the president 
Ebasco, Frederick C. Gardner, immediately thereafter assured the 
subcommittee that Mr. Parrott was in fact a very able man who had 
been assigned to Washington Water Power at the request of that 
company’s management (V, 2195, 2208). 

Neither Ebasco’s counsel nor its president, however, criticized Mr. 
Parrott for any failure to keep his employer informed. Rather, regret 
was expressed at his failure to present to the subcommittee a more 
favorable picture of his activities. Nor was there repudiation of what 
Mr. Parrott had done; his operations were described as in aceordance 
with the interests of Ebasco’s client, the Washington Water Power 
Co. Apparently they were consistent with the interests and the 
policies of Ebasco and Bond & Share. 

The influence and indirect control exercised by Ebasco and its 
parent, Bond & Share, over Washington and other former affiliates 







































A STUDY OF THE ANTITRUST LAWS 

in the Northwest have clearly been enormous. But Ebasco did not 
serve Puget. One of the principal reasons for its interest in the Puget- 
Washington merger was the increase in billings which would become 
possible when Kinsey Robinson controlled the merged corporation. 
Technical problems would automatically result from the merger which 
Ebasco would be needed to solve. Larger billings would be the con- 
comittant of the merger. Puget would become the western division 
of the merged company which would then be the sole remaining private 
utility of any size in the entire area, except for Pacific Power & Light. 
It would be operating under the same management as in the past 17 
vears. The merger would mean an extension of Bond & Share’s 
domain, business, and income, not to mention its power position within 
the industry. 

Finally, it should be obvious that Bond & Share and Ebasco were 
most interested, because of their overall interest in defeating public 
power advocates, in preventing the sale of Puget “down the sewer 
to the PUD’s,” as Kinsey Robinson put it. So far as the PUD’s, 
and the other public power agencies as well, succeeded in broadening 
their scope of operations, just so much would the economic interest 
of Ebasco and Bond & Share be adversely affected. They recognized 
the economic take and went all out in supporting Robinson and the 
“‘stockholders’ committee’? which fought the sale to the PUD’s 
The Pacific Northwest Power Co. 

Bond & Share through Ebasco was leagued with Washington Water 
Power in a powerful consortium of private power companies for the 
development of the power potential of the Northwest. Six large 
private utility companies, formerly members of the Bond & Share 
system, formed the Pacific Northwest Power Co. By uniting their 
combined engineering, transmission, and other resources, this con- 
sortium would be able to undertake the vast projects impossible on 
an individual basis, and thus preempt important remaining power 
sites in the Northwest. For example, the Mountain Sheep and Pleas- 
ant Valley proposals contemplated an expenditure of $200 million. 
Pacific Northwest has applied to the Federal Power Commission for 
preliminary permits to study location of dams at these sites on the 
Snake River in Idaho and Oregon. They are regarded as among the 
most valuable in the Northwest, and the company has been described 
as prepared to consider any other major power development in the 
area. 

Kinsey M. Robinson is president of Pacific Northwest and William 
E. Parrott of Ebasco is secretary and coordinator. 

What the new consortium of companies plans in the Northwest was 
summarized by Kidder Peabody & Co., in a brochure on Washington 
Water Power prepared by W. C. Gilman & Co. (V, 6). The brochure 
referred to the “unusual joint-venture arrangement for the purpose 
of developing new major power sites in the region, in order to meet 
the area’s anticipated growth in power demand.” The partici- 
pating companies are Washington, Pacific, Portland General Electric, 
Montana, and Mountain States, which subsequently merged with 
Pacific. 

After discussing the Bruces Eddy project on the Clearwater River 
in Idaho, the brochure continued: 


On November 9, 1954, Pacific Northwest Power Co. filed 
another application with the Federal Power Commission for a 
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preliminary permit to study the feasibility of constructing 
dams at the Mountain Sheep and Pleasant Valley sites on the 
Snake River in the States of Idaho and Oregon. The Moun- 
tain Sheep project contemplates a 233-foot dam with an 
installed generating capacity of 250,000 kilowatts. At 
Pleasant Valley there would be a 492-foot dam with 600,000 
kilowatts of generating capacity. The two Snake River sites 
are below Hells Canyon and above the mouth of the Salmou 
and Imnaha rivers. Cost of the projects, including transmi - 
sion lines to major load centers, is estimated to be in excess 
of $200 million. 

If the proposed projects are found feasible and are con- 
structed, the energy generated at the plants would be 
distributed through the transmission facilities of the North- 
west power pool to the four companies controlling Pacific 
Northwest Power Co. and then distributed through their 
separate distribution systems. 

While Pacific Northwest Power Co. is confining its initial 
investigations to the foregoing proposed projects, the com- 
pany is prepared to consider any major power proposal under 
the partnership principle which would be of interest to the 
four participating utilities. This jomt undertaking in no 
way affects the independent operating statuts of the partici- 
pating companies. The generating company would assume 
the costs connected with the development and production of 
electric power on multiple-purpose projects, while the Federal 
Government, through appropriate agencies, would under- 
take the irrigation, flood control, and navigation feature. 


In testifying before the Subcommittee, Mr. Parrott told of his 
election as secretary of the new corporation. Although present at 
the meeting, he said, he did not know that he was to be lected, did 
not know he was to be nominated, did not remember who nominated 
him, and accepted the nomination without notifying Ebasco. This 
prompted Senator O’Mahoney to observe: “I have never seen any- 
thing like this since I read mythology, when Athene sprang in full 
panoply from the brow of Jove.” 

In the light of the grand ambitions of the newly formed consortium, 
the proposed merger of the two largest private utility companies in 
the area, one of which was a prominent member of the consortium, 
assumed added significance. Because of Washington’s active partici- 
pation in the newly formed combine, a merger with Puget would 
radically alter the composition of the private competitive pattern 
in the area and would enhance the danger of private power monopoly. 


C. THE WALL STREET INTERESTS 


The investment houses and other Wall Street firms which formed the 
“stockholders’ committee”’ and in numerous other ways fought the 
sale of the Puget property to the PUD’s and encouraged the Puget- 
Washington merger had a substantial financial stake in the success 
of this venture. They hoped to gain financially from fees involved in 
underwriting any securities issued as the result of a merger. They 
hoped to place themselves in a favorable position to be of assistance 
when and if the merged company issued securities in the future. 
Perhaps most important of all was their desire to join with Bond & 
Share in promoting the program involved in the Puget-Washington 
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merger. Even though Bond & Share no longer controlled through 
stock ownerships the operating utilities which once were a part of its 
empire, it nevertheless wielded, and continues today to wield, enor- 
mous influence in the financial community. 

The various actions of the stockholders’ committee were thus 
financed in large part by contributions from the Wall Street houses 
whose representatives comprised it. Mr. Currie, the secretary of the 
stockholders’ committee, listed the contributions of the committee 
membership as follows: Hornblower & Weeks, $1,375; White, Weld & 
Co., $12,750; Blyth & Co., $12,750; Kidder Peabody & Co., $12,750; 
Laurence M. Marks & Co., $3,250; Union Securities Corp., $1,750; 
Carl M. Loeb, Rhoades & Co., $2,000; Shearson, Hammill & Co., 
$1,125; Abraham & Co., $1,250; Paul A. Murphy, $250; John S. 
Tilney, $250; William J. Collins, $250; Dean Witter & Co., $250; J. A. 
Hogle & Co., $250; Hanrahan & Co., $250; Wegener & Daly, $250. 

The stockholders’ committee was spearheaded by Blyth & Co. and 
Kidder Peabody & Co. The testimony of Alfred Borneman, vice 
president of Kidder Peabody, gave enlightenment on why his firm 
labored so long for the merger. In addition to anticipating a part in 
further financing, and a part in the underwriting, he said: 


We had hoped to earn a fee in connection with our activities 
as financial advisers in connection with the merger. We 
worked like the devil on it (V, 1980). 


Subsequently, Mr. Borneman testified: 


We kicked around some figures. The figure we talked 
about was $100,000. There was never any agreement to 
pay that amount. That was the figure we talked about, 
hoped to get (V, 1983). 


Mr. Webster, the senior partner of Kidder Peabody, testified that 
there was something more in the minds of his associates than the 
desire to enhance the value of the stock of the utility company. He 
said: 

I imagine that we did feel that if we stayed along in the 
picture, that we would get underwriting. 1 mean, that is a 
general business practice (V, 1961). 


There was still another revenue source in the merger. A vice presi- 
dent of Blyth & Co. discussed with Mr. Robinson the granting of a 
25-cent fee to dealers for every Puget proxy they brought in (V, 2052). 
Another Blyth official estimated that not more than $315,000 could 
be involved through such fees (V, 2053). Looked at from every angle, 
the brokers and investment houses found their work with Washington 
and the Bond & Share interests most agreeable. 

Other financial houses were equally anxious to work closely with 
Bond & Share in this project. In one of the fund solicitations for the 
stockholders’ committee, White, Weld & Co. was asked to contribute 
$3,000 (V, 1932). Instead, the firm gave $5,000, equaling the con- 
tributions of Blyth & Co. and Kidder Peabody & Co. (V, 1935). 
White, Weld, with Kidder Peabody and Union Securities had pre- 
viously participated in a $140,000 fee for the placement of $18 million 
of Washington securities, and plainly White, Weld did not wish to 
have a secondary position in the future (V 1924-1925). 

In contrast to the premium position with Bond & Share and its 
former subsidiaries in the Northwest which these Wall Street houses 
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felt they would obtain through cooperation on the stockholders’ 
committee, it should be remembered that the prospects of any future 
financing for Puget were not so important to them. The development 
of proper connections for participation and distribution of new 
securities was and always will be vital to their continued existence, 
and they were always facing up to this reality of life in the financial 
community. 

A number of Wall Street and other brokers participated through 
their representatives on the stockholders’ committee and assisted 
Washington in various other ways. Abraham & Co. for example, 
made an effort to persuade McLaughlin of Puget to agree to a merger. 
Dean Witter & Co., whose Frank F. Walker had served on the volun- 
tary credit restraint committee which denied initial clearance to the 
PUD’s offer to buy the Puget property, had the same Mr. Walker on 
the stockholders’ committee. Laurence M. Marks, head of the firm 
which bears his name, served as chairman of the committee. Other 
brokers who provided representatives to serve on the committee were 
Shearson, Hammill & Co.; Carl M. Loeb, Rhoades & Co.; Hornblower 
& Weeks; Hanrahan & Co.; J. A. Hogle & Co.; and Wegener & Daly. 

In addition to Blyth & Co., three other well-known investment 
firms assisted prominently in the picture. These were Allen & Co., 
which was not represented on the committee but nevertheless helped 
in various ways to foster the merger; Union Securities Corp., whose 
representative, Walter J. Gruber, served on the committee and was 
assured by Kinsey Robinson that Union would be a part of any under- 
writing to follow; and White, Weld & Co. 

These brokerage and investment firms were not only constantly 
mindful of the fees that a merger would bring about, but they were 
also. united with Kinsey Robinson in relentless opposition to the 
spread of public power. 


VI. Errorts To INFLUENCE THE REGULATORY AGENCIES 


The promoters did not rest their case in the forums of public 
hearings. Through backstage maneuvering they sought to obtain 
the support of high public officials, including Gov. Arthur B. Langlie, 
of Washington. Favorable consideration from the Federal Power 
Commission was assumed. 

The political picture in the State of Washington has been affected 
for many years by the public power versus private power fight, and 
the interests favoring the merger of Washington with Puget were 
always mindful of this consideration. Whenever they thought polit- 
ical assistance would give impetus to the merger scheme, they tried to 
obtain such assistance. It has already been noted that Kinsey 
Robinson and Washington Water Power had actively supported 
legislative preposals in the State of Washington to hamstring the 
PUD’s. 

Members of the financial community believed that with the election 
of a Republican administration in Washington in November 1952, 
there would be a halt in the public power movement. For example, 
Edwin S. Webster, of Kidder Peabody told Mr. McLaughlin in a 
letter dated January 8, 1953 (IX 4524): 

Rightly or wrongly, general sentiment is that public power 
will be much less a threat than during the New Deal and Fair 
Deal administrations. 
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When the second merger offer was presented by Washington on 
January 19, 1953, it was submitted to the Washington Public Service 
Commission for approval. Before the Commission announced on the 
following October 16 that it was approving the merger, considerable 
political skirmishing took place. A partner in Carl M. Loeb, Rhoades 
& Co. which was represented on the stockholders committee, talked 
with W. C. Gilman, the consulting engineer who was retained by 
Washington to study the benefits of a merger with Puget, and was told 
that Gov. Arthur B. Langlie had 


suggested that they (the public service commission) decide 
the matter “in the public interest’? and he is optimistic 
that an order (approving the merger) will be forthcoming 
in August after the Ford, Bacon & Davis experts have been 
heard (LX, 4539). 


It should be noted that the firm of Ford, Bacon & Davis was 
retained by the Washington Public Service Commission to render an 
independent study and appraisal of the proposed merger of Puget 
and Washington. As in all such studies it is of utmost importance 
that the report be objective and nonpartisan. Notwithstanding, Mr. 
Miller, of Blyth, noted in an office memorandum that L. C. Peterman, 
of Ford, Bacon & Davis, had requested Blyth & Co. to: 

* * * (a) write a letter to Ford, Bacon & Davis as a leading 
underwriter and distributor of utility securities pointing out 
the advantage to consumers and stockholders of the Wash- 
ington Water Power-Puget merger, and (6) we be prepared 
to testify in the matter before the Washington Public Service 
Commission. 

Mr. Peterman stated that he had just returned to New 
York and had intended to call us. He said their thoughts 
had changed since he had spoken to Maxwell and they were 
withdrawing their request that we submit a letter along the 
lines of (a) above since they have been asked in submitting 
their report to follow the rules of evidence and a letter such 
as he had suggested would have no probative value. He 
stated further that considerable opposition to the merger 
has developed and since Ford, Bacon & Davis have been 
employed by the Washington commission they must be care- 
ful to maintain a nonpartisan attitude although he did say 
their report, which apparently is in the final stage of prep- 
aration, will be favorable to the merger (IX, 4540). 

Here is the spectacle of the State Commission’s supposedly impar- 
tial adviser seeking to obtain from a great investment banking firm, 
which was spearheading this merger, an expression to support Com- 
mission approval. The optimism of Mr. Robinson and his allies that 
there would be a favorable report by the independent engineering 
firm appears to have been well founded. 

In September 1953, Governor Langlie was invited to address the 
Lawyers Club in New York, and the leaders of the stockholders’ com- 
mittee sought a conference with him. George Leib, of Blyth & Co., 
arranged the conference through Edmund Maxwell and Victor Denny 
of Blyth’s office in Seattle, the latter of whom was described in a 
later letter to Kinsey Robinson as ‘‘a close friend of the Governor” 
(IX, 4551). Mr. Leib told Mr. Robinson that he thought that— 
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the Governor will be vigorously on the side of the consolida- 
tion, providing he is assured that there will be no increase in 
rates which will make private industry look bad, vis-a-vis the 
PUD’s (IX, 4550). 

Mr. Leib and Fred Miller, of Blyth & Co., talked with Governor 
Langlie on September 18, just following his remarks at the Lawyers 
Club and Kinsey Robinson also talked to the Governor later that day. 
Leib triumphantly reported on the conference to Maxwell as follows 
(IX, 4551). 

Thanks a lot for your help with Governor Langlie. Fred 
Miller and Reg Schmidt went over to the lunch he addressed 
at the Lawyers Club and then they brought him back here, 
and Fred and I spent an hour with him discussing various 
matters, principally the merger of Washington Water and 
Puget Sound. We are convinced that he is favorable and is 
only fearful of an increase in rates under private ownership, 
vis-a-vis PUD’s, which increase would hurt him politically 
and would also hurt the Republican Party. He is against 
private [sic] ownership as a matter of principle. We are 
confident he is on the right side. Kinsey is meeting him at 
5 o’clock and will go on from there. Kinsey sounded most 
appreciative of our efforts. 


Obviously, in view of the context, Mr. Leib’s note that Governor 
Langlie opposed “private” ownership was a typographical error. 

Blyth & Co. followed this up by having Victor Denny confer 
personally with the Governor upon his return to the State of Wash- 
ington. Mr. Denny reported on this conference in a telegram to Mr. 
Leib dated September 25, as follows (LX, 4551) 


Had long talk with Governor S oiinlens and was able 
present your thoughts re adverse effect PUD financing to 
purchase Puget could have on credit of State. Confidentially 
he expects commission’s report to be in at any time and be- 
lieves chances are that WWP deal will gothrough. He is still 
concerned over political effects and rates. I reminded him, 
however, that close vote in Seattle on City Light Puget 
purchase did not indicate strong public support public 
power. Also that strong competing private power interests 
should have a good effect on rates, 


This report so encouraged Mr. Leib that, in forwarding a copy to 
Kinsey Robinson, he said: 


The situation feels good to me and I expect to get a call 
from you any day (LX, 4551). 


On October 16, 1953, the Public Service Commission approved the 
merger, just as Governor Langlie had predicted during his talk with 
Denny 3 weeks earlier. 

Nevertheless, when Puget’s directors voted against extending the 
merger agreement, Governor Langlie was quoted in the Seattle press 
on November 19 as saying: 


I am happy that the (Puget) management has decided to 
stay in business, 
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The way had been cleared for consummation at the State level. 
There remained the need for approval by the Federal Power Com- 
mission. Here the chief promoter feared no obstacle. A Loeb- 
Rhoades office memorandum dated June 29, 1953, of a conversation 
with Mr. Robinson gave his estimate of the attitude of the new 
Chairman of the Federal Power Commission, Jerome K. Kuykendall 
(IX, 4538). 


They are applying today to the FPC for permission to begin 
hearings. * * * Recent developments have, he_ thinks, 
strengthened their.case, such as the appointment of Kuy- 
kendall (who he says favors the merger) and the recent de- 
feat of the master of the Grange, who has been one of their 
principal opponents. 


VII. THe Mercer Srory mm Detar 


The attempt to bring about a merger of Puget and Washington 
must be considered at all times in terms of the long-standing desire of 
Kinsey Robinson to acquire Puget as a part of his empire, the desire 
of Bond & Share and Ebasco to continue their influence in the Pacific 
Northwest, and the hope of the Wall Street interest to share in the 
large financial gain to one or more of them which might result from 
such a merger and could never result if Puget were sold to the PUD’s. 

Kinsey Robinson and the important Wall Street firms in this picture 
were thinking about this possibility and laying the groundwork for 
bringing it about at a very early date. Mr. Robinson stated that by 
March of 1952 he knew that the stock of Washington then held by 
American Power & Light was going to be distributed and, as he put 
it, that ‘American was not going to sell us down the sewer to PUD 
operation” (V, 2085). He stated that there had been no decision then 
made in favor of a merger; that, as a matter of fact, he had not yet 
made up his own mind, but was having investment houses and other 
people who were familiar with the Puget-Washington situation make 
amg forma statements to see what they thought could be accomplished 

y merging the two companies; and that he talked not only to Blyth 
& Co. but to several other investment houses as well and tried to get 
their ideas (V, 2085). 

One of his first discussions of the matter with a member of the 
financial community occurred on March 17, 1952, when he talked 
with John J. Hasfurther (Blyth). On the following day Mr. Has- 
further reported the conversation to Frederick L. Miller, of the New 
York office of Blyth, whose principal function in this investment 
banking house was the evaluation of utility securities (V, 2040). 
This report carefully and accurately showed Mr. Robinson’s feeling 
about the merger and the strategy which he planned (IX, 4499-4500). 

An analysis of this important document reveals that: 

1. Robinson had requested Blyth to have one of their men attend 
Puget’s stockholders meetings to be held in Boston sometime in 
March, but this was to be done without any publicity. The repre- 
sentative was to report to Robinson the kind of a meeting Mr. Mc- 
Laughlin conducted, the number of proxies tha management voted, 
and other matters connected with the meeting. 

2. Mr. Robinson further requested that if possible, in the future, 
he would like to have Blyth & Co. secure a current Puget stock- 
holders list. It may be observed that at a later period, litigation 
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was entered for the purpose of procuring such a list for the explicit 
purpose of aiding cadet ecting such a merger. 

3. Mr. Robinson expressed the view that once the stock of Wash- 
ington was distributed, “there would be a good possibility that 
Washington Water Power could offer an exchange of stock to Puget 
Sound stockholders and merge the two companies.” 

4. Mr. Robinson considered that some preelection work could be 
done on the three major public utility districts where one new com- 
missioner was coming up for election that fall. These were districts 
which already had one conservative commissioner who had con- 
sistently voted against the acquisition by the PUD’s of Puget’s 
property. “If another conservative commissioner could be elected 
in each of the 3 districts,’ Robinson observed ‘“‘that would auto- 
matically take care of this situation as there are only 3 commissioners.”’ 

5. Mr. Robinson liked the Pudget Sound merger deal because of its 
ratio of common stock equity to total capitalization, which “would 
fit in beautifully with his setup,”’ enabling, for example, the financing 
of the proposed Folsom Dam project. 

6. Mr. Robinson wanted Mr. Miller to put the two companies on 
paper and see what the picture would be. 

7. In Mr. Hasfurther’s conversation with Paul McKee, president of 
the Pacific Power & Light Co., Mr. McKee had brought up the possibil- 
ity of the Puget-W ashington merger, “‘so evidently there has been some 
discussion from within about this deal.”” The word “within’’ refers 
to the fact that Pacific Power & Light was another former subsidiary 
of the Bond & Share system, which continued to be serviced by Ebasco. 

8. The subject matter of this conference was considered very 
confidential and something which could not be discussed openly. 
Mr. Hasfurther further observed: ‘Any outside discussion would kill 
any possibility of a deal.” 

Mr. Robinson testified before the subcommittee that he discussed 
the possibility of a Puget-Washington merger at this date with other 
investment houses (V, 2085). 

Kidder Peabody was one of the most active promoters of the merger. 
On March 21 and May 2, 1952, Kidder, Peabody issued research 
brochures on American Power & Light Co., and included in the title 
the name of Washington Water Power Co. On June 11, a digest on 
Washington for its dealer’s department was issued. All of these, of 
course, were based on anticipation of the distribution of the stock of 
Washington to the stockholders of American Power & Light. The 
brochure of March 21 was primarily a summarization of an extensive 
report on the Washington Water Co. properties by W. C. Gilman 
& Co. (IX, 4500). 

The Gilman firm stated in its letter of transmittal to Kidder 
Peabody printed as a part of the brochure, that it had— 


been familiar with the property and business of Washington 
for many years and (had) on several occasions appeared in 
its behalf before courts or commissions. 


The services Gilman had performed for Washington were of a financial 
nature, mainly involving studies with respect to pending condemna- 
tion suits. However, Gilman, as will appear, performed other services 
for Washington in connection with an effort to block the sale of Puget 
properties to the PUD’s. The Gilman firm drew fees of almost 
$100,000 from Washington over a 3-year period, 1952-55 (V, 2083; 
TX, 4500). 
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Blyth & Co. continued to have a close relationship with Mr. Robin- 
son. On March 23, 1952, for example, Stewart 5. Hawes, of that 
company, wrote to ‘Mr. Robinson with respect to the decision of 
American Power & Light to distribute the stock of Washington. In 
replying, Robinson expressed his appreciation for the confidence 
shown in him by his “many friends aon this long period of time” 
(IX, 4504), adding that he hoped that the company couhil be operated 
in such a way as to justify that confidence. Not long after that 
Blyth & Co. issued a circular on Washington in which it referred to 
the distribution of Washington stock. ‘‘For the first time in many 
years,” the circular read, “the common stock of this important 
Northwest electric utility is now available for purchase by investors”’ 
(LX, 4504). 

Ebasco Services, Inc., the Bond & Share subsidiary which had been 
Washington’s service company for many years, was also busy con- 
sidering the problem of the merger. On April 7, 1952, it submitted to 
Mr. Robinson a “preliminary memorandum on merger possibilities” 
(IX, 4500-4503). This work was done at a time when Bond & Share 
controlled Ebasco, American, and Washington (V, 2118). 


PRELIMINARY MOVES 


It was during the month of June before the distribution of Washing- 
ton’s stock that Robinson discussed the Puget merger with some of the 
American stockholders. He decided to have a survey made to deter- 
mine the preference of the people in four towns in Puget’s service area 
with regard to public versus private power, and he engaged Central 


Surveys, Inc., for the purpose. When this survey turned out to be 
quite favorable to private operation, he apparently decided it would 
now be safe to attempt to acquire the Puget system. On July 23, 
1952, Ebasco’s division of corporate finance started to work by request 
from Kinsey Robinson, on a “special study and report in connection 
with the proposa] to merge with Puget Sound Power & Light Co., into 
Washington Water Power Co. * * *’’. Ebasco’s office records indi- 
cated that one copy of the study was to go to William E. Parrott, who 
was a “general consultant” for Ebasco with the function of coordinating 
the services of its various departments for Washington and several other 
utility companies—Pacific Power & Light Co., Montana Power Co., 
and Kansas Gas & Electric Co., all four being former subsidiaries of 
American Power & Light and controlled by Bond & Share (V, 2172, 
2183). 

Ebasco finished a draft of this report on the merger on August 12, 
1952, and also submitted a “summary and comparison of electric 
operating expenses” of Washington and Puget on the day previous. 

On August 22, 1952, the new board of directors of Washington, meet- 
ing for the first time after it had become an independent corporation 
upon the distribution of its stock to the American shareholders, dis- 
cussed and approved the issuance of $30 million for the financing of 
the new Cabinet Gorge project. The bond issue was to be distributed 
by Union Securities Corp. and Lehman Bros., two large Wall Street 
firms of stockbrokers. Kidder Peabody also participated in the sale 
and distribution of this bond issue. Both Union Securities and Kidder 
Peabody were represented on the stockholders committee of Puget 
when it was formed. 

It might be thought that a natural subject for discussion at this 
meeting of the new board would have been Mr. Robinson’s decision 
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to have Central Surveys, Inc., make a study of public power sentiment 
in the Puget area and to order the Puget-Washington study made by 
Ebasco. Certainly these were recent decisions of some importance. 
But the minutes of the meeting contain no mention of Robinson's 
mentioning these studies. 


Wall Street pressure on Puget 


The Wall Street interests which were attracted to the potential 
for them in a Puget-Washington merger apparently felt that some 
approach should be made to Mr. McLaughlin, of Puget. Jacob Bleib- 
treu, of Abraham & Co., wired Mr. McLaughlin, suggesting that he 
phone, and Mr. McLaughlin phoned him on September 3. Abraham 
& Co. was one of the firms which were to become active in favor of 
the merger. Mr. Bleibtreu suggested at the outset of the conversation 
that McLaughlin come tu New York 


because there (were) important interests (there) very much 
interested in discussing with him the * * * situation as to 
Puget. 


Speaking of Mr. McLaughlin in an office memorandum written the 
day of the conversation, Mr. Bleibtreu then continued: 


He told me that he could hardly get away at the moment 
because he was very busy getting up statistics and informa- 
tion in connection with the sale to the PUD’s. He said he 
hoped to get within a week from today a definite proposal 
from the six remaining PUD’s as to the purchase. I told 
him that would leave him then with Whatcom hanging in 
the air to which he replied that he would expect to get a 
much better bid than has been contemplated heretofore from 
the six PUD’s, so that he could afford to wait on the What- 
com results. He mentioned that he might get from $2 to $3 
more per share. I asked him whether that would bring the 
‘price up to about $25 to $26 to which he replied that he 
expected to get better than $26—perhaps a dollar or two 
better. He said the whole thing looks like a much better 
program. He said everything would go all right provided 
the Washington Water people made no trouble. I told him 
that I did not expect them to make any trouble, but that on 
the contrary, I thought they could be very helpful and that 
it might be a very good idea if the two of them could get 
together because it might prove to be beneficial to the stock- 
holders of both companies. McLaughlin insisted there 
would be so much trouble that he did not think it could be 
worked out. Also, that there would be big opposition to 
the merger because he would be accused of having sold out to 
Wall Street, while now he is being accused of selling out to 
Guy Meyer. 

1 told McLaughlin that we should get together in any 
event to talk it over because there was no intention of hurt- 
ing him or getting him out of a job. On the contrary, I told 
him that I felt sure that some way could be found to con- 
tinue taking care of him and his top people. His whole at- 
titude was not one which would make me believe that he 
absolutely excluded a merger and would not listen to it, 
Naturally, however, he was not enthusiastic about it. 
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McLaughlin said he was very anxious to close the deal 
before the election and I told him that I doubted very much 
whether this could be done. * * * My impression was that 
McLaughlin does not really believe the deal can be closed in 
such a hurry. 


Mr. Bleibtreu hurriedly called W. C. Gilman, whose firm repre- 
sented Washington as consulting engineers, and “gave him the gist of 
(his) conversation with McLaughlin.” Subsequently, the same day, 
a meeting was held in the office of Allen & Co., a firm of investment 
bankers which was to cooperate with the stockholders committee dur- 
ing the difficulties of 1953. Present were Herbert Allen, of that firm, 
Kinsey Robinson, William E. Parrott of Ebasco, Leon Goldfluss of 
Abraham & Co., and Mr. Bieibtreu. The memorandum in which 
Mr. Bleibtreu summarized the conference reads in part as follows: 


I told them of my conversations and also that I expected 
to call McLaughlin tomorrow, September 4, early in the 
morning. It was decided that I should ask him where the 
big holdings are and to impress upon him that there are very 
large holdings in the East, although at this time, it may not 
yet show on the transfer books because undoubtedly some 
of the recent purchases may have kept the stock in street 
names. We decided that before we could make up our 
minds as to the picture, we would have to get a bid, spelled 
out in dollars and cents, by the six PUD’s so that we could 
judge how we would fare. Furthermore, we would have to 
know the following: 

Original cost of the entire plant. 
Depreciation of the entire plant. 
Original cost of Whatcom. 
Depreciation of Whatcom. 

Tax cost of the whole plant. 
Tax cost of Whatcom. 

Tax surplus, 


* T am to point out that we are not asking out of curiosity, 
but in order to be able to judge how the bid would work out 
after taxation. 

I am to tell him that it is absolutely necessary to get to- 
gether with the eastern interests and that if it is not possible 
for him to come to New ‘York, we can very easily meet him 
in Chicago because some of the people go to Chicago anyway 
very frequently. 

J am to tell him that there is no use fooling himself—there 
will be lots of trouble here if we don’t get the eastern situa- 
tion cleared up. 

I am to tell him that everybody feels very friendly toward 
him and that there is no intention to hurt him—that Aller 
(former president of American Power & Light) did not get 
to first base with us and that it took him a year and a half 
longer, at great cost and trouble, to accomplish what he 
could easily have done in the first place, by cooperating with 
us rather than opposing us. Also he should realize that 
while Washington is not the same type of company it was 
under the Aller management and that now it is owned by 
people who are willing to give and take. 
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I am to tell him that he will avoid a lot of suits and delay 
and accomplish a great deal more by cooperating than work- 
ing at loggerheads (IX, 4506-4508). 


Two days later, on September 5, another telephone call was placed 
to Mr. McLaughlin (LX, 4509). Another partner in the Abraham & 
Co. setup was assigned to this task: S. R. Winters, who frequently 
thereafter served as an instrument of approach to Mr. McLaughlin, 
He asked the Puget president to come East for talks, but according to 
a confidential memorandum written the day of the convention, Mr. 
McLaughlin said it ‘‘was difficult for him to come while this (PUD) 
deal is pending.” He told Mr. Winters that he thought the deal 
“would go through, unless K. R. (Kinsey Robinson) tries to block it 
as in the past.” He thought that “K. R. might try to block it, merger 
or no merger.”” He remarked that he could not “‘see’’ the proposed 
merger of the two private companies, “since there was no way to prove 
(it to be) in the public interest.” 

Mr. McLaughlin’s reference to the public interest points up the 
fact that throughout the 3-year period in which the merger was 
sought, the promoters of the merger evidenced no interest in public 
benefit to be gained by its consummation. 

Mr. McLaughlin further told Winters that one could not compare 
eastern Washington with western Washington. ‘In the Puget area’’, 
he pointed out, “70 percent of the people already have public power 
and (the) 30-percent private is scattered and surrounded (with 
PUD’s).” 

Perhaps most important of all, Mr. McLaughlin gave Mr. Winters 
the essentials of what he understood the PUD offer would be. Pre- 
sumably this was in answer to Mr. Winters’ questioning. He told 
Mr. Winters the base price, the amount which would be returnable to 
Puget from other pending deals, and the amount per share which could 
be distributed to stockholders if the deal went through. He gave 
virtually identical information to Mr. Bleibtreu, of Abraham «& Co., 
by letter on the same day (IX, 4508). 

It would seem reasonable to conclude that the specific information 
requested from McLaughlin by Winters and Bleibtreu had been de- 
cided upon at the conference in the office of Allen & Co., attended 
by Messrs. Parrott and Robinson, and that when this information was 
ahioinad by these parties, it was promptly relayed to Mr. Robinson 
and the other participants. The importance of such information to 
Mr. Robinson in the preparation of his merger proposal, in which he 
was obtaining Ebasco assistance, was very great, for if he were to 
know the exact proposal of the sale for the PUD’s, he could then cut 
his offer accordingly. 

The six PUD’s (Chelan, Kitsap, Jefferson, Skagit, Snohomish, and 
Thurston) were able to present their offer in writing to Puget, dated 
September 10, 1952, for the purchase of all of the electric-utility 
properties of the company with the exception of certain property used 
in serving Whatcom County. In their letter of September 11, in 
which the purchase proposal was transmitted to Puget, the PUD’s 
stated their position and plainly indicated their intended alternative 
course if their offer was rejected by Puget. The letter noted that the 
offer was entirely fair to the company and all persons interested in it, 
including Puget stockholders and employees. The letter noted that, 
in the event the offer was not accepted, the Commissioners of the 
PUD’s owed a duty to the people who elected them to carry out their 
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mandate and immediately proceed with the condemnation of the 
Puget properties. 

It was estimated that Puget stockholders would receive, during the 
entire course of liquidation, distributions which would total approxi- 
mately $27 per share ef common stock. 

At the time this purchase offer was presented, there were still 
yending in the courts of Washington 12 condemnation actions filed by 

>UD’s and municipalities, involving around 50 percent of the com- 
pany’s revenue and customers and all of its major hydroelectric plants. 

On September 8, 1952, Mr. Meyer, of Blyth’s San Francisco office, 
sent a telegram over the company’s private wire to Mr. Miller in 
New York, with a copy to Mr. Maxwell in Seattle, asking “for opinion 
of we think current district proposal to take over Puget looks like will 
be successful”’ (IX, 4509). Mr. Miller was out of town, but replied 
to Mr. Meyer on September 11, the same day the PUD’s transmitted 
their offer to Washington (IX, 4510). Mr. Miller stated that— 


despite newspaper talk, PUD takeover is not imminent and 
probably will not be consummated. I’m convinced that 
matter will be litigated by several parties if for no other 
reason than delaying tactics. 


Mr. Miller further reported that he was told— 


that efforts will be made in this session of Washington 
Legislature to write provision that PUD takeover will 
require referendum. If this proves to be the case, I think 
it would really act as a stymie. 


He further reported: 


Confidentially, Kinsey Robinson of WWP (Washington) 
would love to acquire the company. 


Later the same day, Mr. Miller sent another wire to Mr. Meyer 
reporting that he had been advised by Mr. Hasfurther, of Blyth’s 
Spokane office, that the move to put the community referendum up 
to the Washington Legislature would not take form until after the 
election and the membership of the legislature was known. He 
reported that a similar bill had been killed in the last session. Mr. 
Meyer replied later that day that he had been advised by Mr. Max- 
well, in Seattle, that the best opinion was that the Puget-PUD deal 
would be worked out but that the time element was still uncertain (IX, 
4510). 

It would seem reasonable to explain that the accuracy of Mr. 
Miller’s predictions as to further litigation was based not upon his 
possession of powers of clairvoyance, but upon information which he 
had received from what proved to be reliable and accurate sources. 

On September 10 and 12, 1952, Ebasco, the subsidiary of Bond & 
Share, sent Robinson two tax schedules dealing with the contemplated 
merger with Puget. Ebasco’s covering letter of September 10 noted: 


We are presently preparing two additional studies which 
are based on the assumption there would be a merger of 
your company with Puget Sound Power & Light Co. in 1953 
(IX, 4510). 


It is important to note that these papers were sent to Robinson a 
mere 3 weeks after the distribution of Washington stock by American 
Power & Light, the Bond & Share subsidiary. Also, it is important 
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to note that at this time Bond & Share still owned 7.8 percent of 
Washington common stock and that these papers were sent to Robin- 
son a month before the subject of merger was first raised at the second 
meeting of Washington’s new board of directors. 

The Puget board of directors approved the PUD’s proposal of pur- 
chase and agreed to recommend its approval to the stockholders of 
Puget. The board directed the calling of a special meeting of stock- 
holders to be held October 27, 1952, in the office of the company in 
Boston, Mass., to consider and act upon the acceptance of the offer 
of the PUD’s and to take such further action as might be necessary 
or expedient to put the sale into effect, and consummate the transac- 
tions contemplated by the offer e:' purchase agreement. On the 
same day, by order of the board of directors, Mr. McLaughlin issued 
a letter to Puget stockholders explaining at considerable length the 
offer received from the PUD’s and giving pertinent information with 
respect to the major provisions of the purchase agreement as well as 
the financial data relevant to a consideration to the proposal. En- 
closed was a formal notice of the special meeting to which was attached 
a copy of the offer and purchase agreement dated September 10, 1952. 


WASHINGTON ADVANCES MERGER PROPOSALS 


An indication of the planning and study that had been made by 
Robinson, Ebasco, and others interested in merging Puget into W ash- 
ington, is found in a letter from Mr. Rovinson to Everett H. Pixley, 
vice president of the Mellon National Bank & Trust Co., Pittsburgh, 
Pa., dated October 2. In this letter Mr. Robinson submitted for 
Mr. Pixley’s “confidential information” two sets of data and asked 
for Mr. Pixley’s thoughts on the proposition. Mellon National Bank 
& Trust Co., is one of the four banks which later agreed to provide Wash- 
ington the financing for the merger with Puget if it went through. 
One of the sets of data submitted was prepared by Ebasco, the other 
was “prepared by W. C. Gilman as an independent appraisal.” It 
should be noted that Mr. Gilman had long been in the employ of Wash- 
ington and had prepared the brochures for Kidder Peabody. 

At a meeting of Washington’s board of directors, on October 8, 
1952, Mr. Robinson, for the first time, submitted for their considera- 
tion the proposal to merge Puget into Washington. The board 
adopted a resolution favoring the merger. Although this was the 
first time the matter had been presented to Washington’s board of 
directors, the merging of Puget into Washington had long been a 
long-standing desire of Robinson’s. Mr. Robinson had discussed this 
with American Power & Light in 1950. He had asked a number of 
investment banking firms to prepare pro forma statements on the pro- 
posal. Ebasco had prepared a number of studies on this theme. In 
June 1952, the idea was discussed with some of American’s stockhold- 
ers; a survey had been made by Central Surveys, Inc., to determine the 
preference of the people in four towns in Puget’s service area, and 
data had been submitted to a vice president of a bank which later 
agreed to finance the merger in part. 

On the very day that Washington’s board of directors was con- 
sidering the proposed merger with Puget, Mr. Hawes, of Blyth, wrote 
& memorandum to Miller and others of the Blyth organization that ‘‘as 
you doubtless know, there was a proposal before the Washington board 
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of directors to make a merger offer to Puget.”” Mr. Hawes referred to 
a conversation with Mr. Robinson in Spokane that morning and re- 
ported that if a proposal was to be made it would probably be voted on 
that day and publicized on Friday, October 10. The memorandum 
continued to note that “we, of course, have been somewhat aware”’ 
of what was going on and that Mr. Hawes made an offer to Mr. 
Robinson that Mr. Blyth would gladly work out with him an under- 
writing for those security holders who wanted cash rather than stock. 
He noted that from the conversation with Mr. Robinson he found 
that Union Securities had made Mr. Robinson an underwriting offer. 
Mr. Robinson assured him that he would certainly see that Blyth 
was part of any underwriting of this kind and that he had told Joe 
King, of Union Securities, that “if this were ever done there were a 
great many people who had to be in it” (IX, 4512-4513). Mr. 
Hawes suggested that Mr. Hasfurther talk to Mr. Robinson on Friday. 
Mr. Hawes concluded the memorandum by stating: 


I assume all of you are aware that Robinson’s estimates 
would show that the purchase of Puget on this basis would 
be very beneficial to him and would ultimately increase 
common-stock values substantially. 


PUGET INFORMED OF WASHINGTON OFFER 


The next day, October 9, Mr. Robinson sent Mr. McLaughlin a 
telegram stating that Jate the previous evening the Washington board 
of directors had adopted a resolution offering to merge Puget into 
Washington (IX, 4513). On this very day, Union Securities Corp. 


distributed a detailed informatory on the proposal to the underwriters 
and selected dealers who had participated in the private placement of 
Washington’s securities the previous spring. Not to be outdone, Mr. 
Miller, of Blyth, wired all of Blyth’s offices, on October 10, an analysis 
of the proposal and their recommendations. He noted that they had 
seen pro forma projections of the earnings for the merged companies 
which indicated a substantial increase in per share net income over the 
next few years. The telegram concluded that after the merger the 
stock of Washington would have excellent possibilities of appreciation. 
It recommended that Puget stockholders withhold proxies or rescind 
those authorizing a PUD sale (IX, 4514-4515). 

On this same day, Carl C. Brown, of Laurence M. Marks & Co., 
prepared an analysis of the proposed merger and concluded: 


There is no absolute assurance that Washington Water 
Power would be successful in acquiring Puget Sound, but 
since the latter already had a minimum price guaranty there 
is no risk in its purchase and there is a moderate appreciation 
of 4 or 5 points from the present level in the event Puget 
Sound is fully liquidated and not merged (IX, 4515). 


It is interesting to note that Mr. Marks of this firm later became 
chairman of the stockholders committee committed to the merging 
of Puget into Washington. 

The Gilman Co. had prepared a study of the past and pro- 
spective earnings of Washington and Puget and an estimate of the 
earning power of the combined companies for the years 1953, 1954, 
and 1955. ‘This report was made purportedly for Herbert T. Allen, 
of Allen & Co. The letter of transmittal and the report made refer- 
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ence to the Washington proposal of the previous day and carried an 
extensive discussion ofjthe various terms of proposed merger agree- 
ment. The report concluded with a quotation of the stock market 
as of October 10, the day the report was supposedly submitted. 

Obviously, this report had been prepared in advance of the antici- 
pated submission of the plan to Puget the prior day, and while dated 
October 10, it had been distributed prior to that date to Mr. Pixley 
and others. 

PUGET COOL TO OFFER 


After the offer of merger from Washington, the Puget management 
felt compelled to send a letter to its stockholders. The letter noted 
that during the past months there had been various rumors that 
Washington was “cooking up some sort of merger scheme as to 
Puget for the purpose of sabotaging the proposed six-district purchase.”’ 
The letter further notes that before recommending the PUD purchase, 
Puget had fully explored the feasibility of a merger with Washington 
and concluded— 


there existed no basis whatsoever for a belief that such a 
merger could in any event be in the best interest of stock- 
holders of Puget. 


Mr. Robinson and those others interested in the merger were not 
going to allow this communication of Mr. McLaughlin’s to be the last 
word prior to the Puget stockholders meeting. Under date of Satur- 
day, October 18, 1952, Donald D. Hoover, president of Bozell & 
Jacobs, Inc., advertising and public relations counsel for Washington, 
sent to the chief executives of a number of privately owned utility 
companies with whom he was acquainted, a personal memo noting 
that ‘‘a crisis had been reached in the Pacific Northwest public power 
fight.”” He suggested contacts with investment bankers to encourage 
“No” votes by Puget stockholders against the sale to the PUD’s or 
rescinding of affirmative proxies (LX, 4516). 

Mr. Hoover attached copies of a Washington newspaper advertise- 
ment to appear in “strategically located cities.’”’ The ad appeared 
on Monday, October 20, in a number of prominent newspapers across 
the country (IX, 4516-4517). 

Although this newspaper ad purported to be addressed to the 
stockholders of Washington, its obvious main purpose was to get the 
shareholders of Puget to vote against the approval of the sale to the 
PUD’s in order that the merger could be given consideration later. 
The cost of this advertising was billed by Bozell & Jacobs to Wash- 
ington, including the cost of the personal memo sent out in the name 
of Hoover, and amounted to a total of $15,301.92. 

The Puget management countered the above-mentioned advertise- 
ment by inserting a display advertisement in various papers on October 
22 (IX, 4518-4520). This advertisement noted that the 


hastily cooked-up merger scheme is not a bona fide offer— 
not a firm offer, has not even been approved by Washington 
Water Power stockholders nor by regulatory commissions. 


It noted that notwithstanding the misleading statements issued in 
the various pressures applied by the various proponents of the merger 
scheme, stockholders’ support of the PUD purchase was evidenced by 
the fact that more than two-thirds of Puget’s common stock had 
already voted in favor of such purchase. 
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MERGER ADVOCATES PRESS ON 


But Mr. Robinson and those interested in pressing for the merger in 
defeating the Puget sale to the PUD’s were all in the fight constantly 
and were well prepared. This is evidenced by a letter from Mr. 
Robinson to Merrill Lynch, Pierce, Fenner & Beane. This letter was 
addressed to the main office of that firm in New York City, “Attention 
of Proxy Department.” The letter referred to material furnished 
them on October 20, 1952, for mailing to the beneficial owners of 
Puget stock. The letter requested that Merrill Lynch mail back to 
them the next day a copy of this letter indicating the number of shares 
of Puget stock registered in the firm’s name which proxies have been 
returned and which are to be voted agrinst the proposal set forth by 
Puget, also the number of shares for which they had revoked proxies 
by notice to Puget. This letter was signed by Mr. Robinson (IX, 
4520). 

A memorandum by Thomas E. Morris of Blyth’s San Francisco 
office to Miller and others of the Blyth organization is evidence of the 
extent to which Blyth attempted to promote the submission of the 
merger plan as proposed by Washington and to defeat the note on 
the PUD sale. The memo advised them of the procedures Mr. Morris 
had taken and enclosed a set of enclosures mailed to approximately 
1,300 of the Puget stockholders located in California and Oregon 
(IX, 4520). One enclosure was a printed letter dated October 20, 
1952, which recommended that the Puget stockholders vote against 
the sale to the PUD’s (IX, 4520-4521). Another enclosure was a 
proxy card addressed to Puget. 


FIRST MASSACHUSETTS SUIT 


On Friday, October 24, 1952, just 3 days before the special meeting 
of Puget stockholders scheduled for the following Monday, John S. 
Tilney, of West Orange, N. J., and William J. Collins, of Portland, 
Oreg., 2 stockholders who held 100 shares and 615 shares, respectively, 
of Puget common stock, filed a suit against Puget in the superior court 
for Suffolk County, Mass., sitting in Boston. The complaint alleged 
in substance that Puget had not presented fairly the proposal of merger 
advanced by Washington Water Power and had omitted to state the 
advantages of such merger in its communication to stockholders. 
The complaining stockholders sought an injunction to prevent Puget 
from holding the special stockholders’ meeting scheduled for October 
27, at which a vote was to be taken upon the proposed sale to the 
PUD’s, until such time as Washington’s merger offer could be further 
presented to Puget’s stockholders. On the very day the suit was filed, 
without any notice to Puget and without any bond being required, the 
court issued a temporary restraining order enjoining Puget from 
announcing the result of the vote on the PUD’s offer and from execut- 
ing the purchase agreement. But the court refused to enjoin the 
holding of the meeting itself. On October 30 and 31, 1952, it held a 
hearing on the question of the continuance of the temporary restraining 
order and the issuance of a preliminary injunction. uring the course 
of that hearing, the court vacated as much of the restraining order as 
prohibited Puget from releasing the results of the vote on the six- 
district offer. Thereupon, Puget. promptly announced that approxi- 
mately 84 percent of the total shares of its common stock had voted 
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for the acceptance of the 6-district purchase offer dated September 
10, 1952, while only 2 percent had voted against such acceptance 

It was not until November 5, 1952, that the court entered an order 
vacating the temporary restraining o order in its entirety and denying 
the application of the plaintiffs for a preliminary injunction. 

The true significance of this suit, however, goes far beyond what 
may be indicated by the bare recital of the above facts of record 
For it was Messrs. Tilney and Collins who a few weeks later formed 
the Puget ‘stockholders’ committee.’’ There were other aspects of 
this litigation which indicated the significant and immediately respon- 
sive cooperation of Washington in advancing the objectives sought by 
these complainants. 

Mr. Tilney formerly practiced law in the city of New York, and then 
became a general partner in the New York Stock Exchange firm of 
Wood, Walker & Co., 63 Wall Street, New York City. It appears 
that sometime between October 15, 1952, when Mr. McLaughilin’s 
letter to Puget stockholders was issued, and October 24, when his suit 
was filed, Mr. Tilney, as the owner of 100 shares of the 2,177,879 
shares of Puget stock, then outstanding, decided to conduct a crusade 
against ‘‘public power” by preventing, if possible, the proposed sale of 
Puget’s properties to the 6 PUD’s and by forcing a vote by Puget 
stockholders on W ashington’s merger proposal. Mr. Tilney testified 
that there had been various rumors to the effect that the Washington 
management was working out some sort of a plan to merge with Puget 
and had been doing so for several months, but that prior to the time 
that he gave instructions to counsel to bring suit, he had no communi- 
cation with any Washington representatives or officials and- had not 
talked it over with them or anyone connected with that company, 
although he had discussed the matter with various friends of his who 
were “also against public power.’”’ Mr. Tilney further stated that he 
did not learn that Washington Water Power was interested in a merger 
until that company’s advertisement appeared in various New York 
papers and on October 15 or shortly thereafter when he received 
Mr. McLaughlin’s letter to Puget stockholders. He testified also that 
at the time he gave direction to counsel to bring the suit, his informa- 
tion with respect to a merger or possible merger between the two com- 
panies consisted solely of the information contained in the newspape! 
advertisement of Washington and in Mr. McLaughilin’s letter of 
October 15, 1952. He said that he decided to file a suit to prevent 
Mr. McLaughlin from selling out to public power and to make him 
consider a merger with a private organization. 

When the suit was filed on October 24, 1952, William J. Collins, a 
securities dealer in Portland, Oreg., was joined with Mr. Tilney as a 
party plaintiff. Mr. Tilney said further that he did not know Collins 
existed until he was informed that Mr. Collins was going to be joined 
in the suit, and that he never had seen or communicated with Collins 
until October 30, 1952, when they met in the courtroom in Boston at 
the hearing on their petition for a preliminary injunction. 

Mr. Tilney testified at this trial that he had made no suggestions 
to or arrangements with Judge Burns or his firm or with anyone for 
the appearance of witnesses at the trial of his first Boston suit, nor 
had he discussed or made any arrangements for the payment of 
counsel fees, travel expenses of witnesses, or other expenses. Fur- 
thermore, he stated, that as far as he knew, Collins had made no such 
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arrangements either. Mr. Tilney explained that with respect to the 
facts and the procurement of witnesses, he left that in the hands of 
his counsel. According to Mr. Tilney’s testimony, the only discus- 
sion which he and Mr. Collins had with reference to the payment of 
the fees and expenses occurred about the middle of November when 
Mr. Collins stopped in New York on his way back to Portland. On 
that occasion, Mr. Tilney testified, he and Mr. Collins said they would 
pay the expenses of the litigation. 

Nevertheless, when the case came on for trial in Boston on October 
30, several persons appeared, all of whom were interested in advanc- 
ing the cause of the lawsuit and the merger of Puget into Washington. 
Mr. Robinson (who came with Mr. Allan Paine, general counsel of 
Washington, from Spokane, Wash.) testified that he had been sum- 
moned from Spokane to Boston by a telephone call from Boston 
counsel for the plaintiffs. . Mr. Tilney made the trip from New York, 
and Mr. Collins traveled to Boston from Portland, Oreg., and both 
plaintiffs appeared as witnesses. Another witness who appeared for 
the plaintiffs in the suit was Mr. Gilman, who in the preceding month 
had been working for Washington on a “public relations job”’ in the 
State of Washington. An interested spectator who came from New 
York for the trial was Mr. Parrott, of Ebasco. 

The denial of the application for temporary injunction in this 
case on November 6, 1952 apparently left the PUD’s free to conclude 
the purchase of Puget’s property. Halsey Stuart & Co. had headed 
a syndicate for the purchase of and distribution of the large issue 
($107 million) of revenue bonds which was required to be sold by the 
six PUD’s in order to purchase Puget’s properties, and to provide 
funds for other expenses incident to the transaction. 

From a memorandum obtained by the committee staff from the files 
of Carl M. Loeb, Rhoades & Co., of 42 Wall Street, New York, N. Y., 
dated October 29, 1952, it appears that a meeting was held at Halsey 
Stuart & Co., on that day with reference to this bond issue. The 
significant portion of this memorandum follows: 


The court in Boston is expected to decide on Thursday, 
October 30, whether the temporary injunction preventing 
the sale of Puget Sound Power & Light is to be lifted. If the 
injunction is removed, it is, of course, possible that Mr. 
Robinson, of Washington Water Power, will attempt other 
delaying strategy and perhaps appeal for a reimposition of the 
injunction (IX, 4521). 


It is plain from the language of this memorandum that its author 
regarded the suit as that of Robinson and Washington, although 
brought in the name of Messrs. Tilney and Collins. It is interesting 
to note that Carl M. Loeb, Rhoades & Co., later joined the stock- 
holders committee. 

On the very day of the lifting of the temporary restraining order by 
the Boston court, November 6, 1952, the purchase agreement be- 
tween Puget and PUD’s was executed by Puget and delivered to 
the PUD’s and it thereby became a valid, binding, and effective 
contract. 
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LITIGATION TO BLOCK UTILITY DISTRICTS 


Further roadblocks against the PUD’s were under consideration. 
On November 3, 1952, Mr. Miller of Blyth had indicated in an office 
memorandum that Mr. Robinson that day had asked Miller to con- 
sider selection of someone from Blyth to testify in a later suit to stop 
the sale to the PUD’s. The theme of this suit, as Mr. Robinson 
visualized it, was the fairness to the Puget stockholders of the Wash- 
ington merger offer as compared with the PUD offer (LX, 4522), 

To set the next developments in their proper context, it must be 
recalled that on March 17, 1952, Mr. Robinson told Mr. Hasfurther, 
of Blyth’s office in Spokane, that— 


some preelection work could be done on the 3 major PUD’s 
where 1 commissioner is coming up for election this fall. 
These districts already have one conservative who has con- 
sistently voted against the acquisition of Puget Sound 
property. If another conservative could be elected in each 
of the 3 districts, that would automatically take care of the 
situation, as there are only 3 commissioners (IX, 4499). 


One of the PUD’s in Puget’s territory which fits the description 
attributed to this statement by Mr. Robinson is the Kitsap district. 
What preelection work was actually done in Kitsap County for the 
election of C. E. Ferguson as a so-called conservative candidate is not 
disclosed, but the fact is that Mr. Ferguson was elected early in 
November to take office on December 1, 1952. He did not wait to 
act, however, until he took office as a commissioner of the Kitsap 


district. Only a few days after his election, on November 7, 1952, he 
filed a suit in the Kitsap County Superior Court against the Kitsap 
PUD, and obtained (without notice and upon filing a bond of only 
$1,000) a temporary order restraining the Kitsap PUD from taking 
any further steps to consummate the 6-district purchase from Puget. 
Since the Kitsap district was thus prevented from participating in the 
joint purchase, a majority of the commissioners adopted a resolution 
on November 19, 1952, pursuant to which the district assigned to 
the other purchasing districts all of its rights in the purchase agree- 
ment with Puget; at the same time the Kitsap commissioners con- 
sented to the acquisition by the other districts of the electric utility 
distribution properties of Puget located in Kitsap County. The 
assignment and consent was accepted by the other districts and the 
joint purchase agreement and joint operating agreement with Puget 
were revised to reflect withdrawal of the Kitsap district. 

On the next day, November 20, 1952, the superior court’s order 
was amended to include a restraint against the Kitsap PUD’s giving 
and continuing the consent which already had been given on the pre- 
ceding day, and the return date of such order was designated as 
December 2, 1952. 

On December 1, 1952, however, Commissioner Ferguson took 
office, and the majority of the commissioners which previously had 
been in favor of participation in the plan of purchase for Puget no 
longer prevailed. The new majority thereupon adopted a resolution 
purporting to withdraw the consent and assignment on behalf of the 
Kitsap district. On the same day, a supplemental complaint was 
filed in the superior court of Kitsap County asking that the district 
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commissioners be enjoined from continuing the consent. The court 
thereupon continued the matter, setting the hearing on the rule to 
show cause for January 20, 1953, and continuing in effect the tem- 
porary restraining order. That ‘hearing was further postponed to 
February 20. 

On December 31, 1952, a suit was also filed in the Thurston County 
superior court for the purpose of restraining the Thurston County 
PUD from participating in the joint purchase of Puget’s property. 
The plaintiffs in this action were the Kitsap County PUD and two 
of its commissioners, Messrs. Bryon and Ferguson. The defendants 
were the Thurston County PUD and its three commissioners. The 
complaint asserted that the proposed PUD purchase was invalid for 
several reasons, including the alleged lack of consent by Kitsap 
County PUD to the acquisition of Puget’s properties in Kitsap 
County by the other districts. The plaintiffs requested the court to 
issue an injunction restraining the Thurston PUD from going forward 
with the joint purchase. No temporary restraining order was ob- 
tained, however, and the case was set for trial on February 16, 1953. 

Even before that time— namely, on December 9, 1952— Puget itself 
had commenced an action in the Chelan County superior court against 
Washington, its president, eight of its directors, and against John S. 
Tilney and William J. Collins (plaintiffs in the Bostoa suit) and Messrs. 
Bryon and Ferguson (the Kitsap PUD commissioners). The com- 
plaint in that suit alleged, among other things, that the defendants 
had interfered with — delayed the sale of Puget’s properties to the 
districts, and asked the court to enjoin the defendants from doing 
anything which would hinder, obstruct, or prevent the district 
purchase or its financing. The complaint also (eioed that if the sale 
were prevented by the activities of the defendants, Puget would be 
damaged thereby to the extent of millions of dollars, and asked that 
judgment for whatever damages were sustained be granted. This 
complaint of Puget also charged that the defendants, particularly 
Washington, caused to be instituted the suit by Messrs. Tilney and 
Collins, as well as the suit by Mr. Ferguson in the State of Washington. 
All of the actions, it was charged, were a part of the determination to 
kill the deal for the sale of Puget’s properties to the PUD’s. 


STOCKHOLDERS’ COMMITTEE ACTIVITY INTENSIFIED 


Activity by the stockholders’ committee began to intensify. Sih 
the signatures of Messrs. Tilney and Collins, on December 8, 1952 
attempted to reach all the stockholders of Puget, through an ssh: 
tisement in all four editions of the Wall Street Journal, noting that the 
Puget plan to sell to the PUD’s had “encountered legal obstacles 
which may prove to be insurmountable” (IX 4522). It announced 
that Messrs. Tilney and Collins had formed the committee with the 

objective of urging the Puget management to give consideration to 
Washington’s offer to merge. Testimony given in the Boston suit 
had indicated that Tilney and Collins had not discussed the contents 
of this advertisement before it was published. Mr. Collins stated only 
that he had gone over it with Francis Currie, the secretary of the 
committee, who was also a partner in the New York firm of Burns, 
Currie, Rich, Maloney & Rice. Judge Burns of the Boston firm 
representing Messrs. Tilney and Collins was the senior member of 
this firm also. 
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Yet, in spite of the committee’s activities, its membership remained 
undisclosed. Mr. McLaughlin apparently had no accurate idea of 
its composition and did not get such an idea for some time to come. 
On December 12, 1952, Mr. Winters, of Abraham & Co., talked to 
Mr. McLaughlin for ‘‘over 3 hours,” going over all the arguments 
in favor of the merger. In an office memorandum written after this 
conference, Winters said in part (LX, 4523): 


(McLaughlin) is having an independent merger study 
made. Should be ready January 1, 1953, Says Washing- 
ton should cut out the “monkey business” and high pressure 
tactics. He filed the lawsuit for damages because of the 
formation of the committee. Despite J. B. (Jacob Bleib- 
treu’s) wire Frank believes (the stockholders) committee is 
Kinsey’s. He heard of a meeting in New York to kick out 
the (Puget) management. Says he has been fighting all his 
life and is not scared to fight now if it is forced on him by such 
tactics. Says he has a strong board of directors. Asked if I 
knew of meeting, I said ‘‘No.” 

* * * * * 


I kept stressing that Washington wants (the Puget) prop- 
erty and Puget holders want cash and he wants stockholders 
.to get the cash, so why worry about all the other factors. 
He agreed to that but kept repeating he could not make an 
overt act (i. e., could not contact Robinson to talk merger 
with the PUD offer pending) and thought Kinsey should 
wait with offer till first of year until engineers’ report is due 
and Frank will have better idea as to how lawsuits look. 


Perhaps the attitude of Frank McLaughlin and the Puget manage- 
ment toward the PUD offer versus the Washington offer was accu- 
rately reflected in this conversation with Mr. Winters. On the other 
hand, it may have been accurately reflected in a letter which the Puget 
management sent to its stockholders on December 29, 1952, sum- 
marizing the situation then pending and containing a declara- 
tion of the policy of the company with respect to that situation. 
The letter noted that Puget intended going through with the PUD 
sale and repeated the judgment of the management that the Wash- 
ington offer was inadequate and unsatisfactory. If Washington would 
offer a proposal on satisfactory terms, it reiterated, then Puget would 
give it consideration. The letter noted that if the six-district pur- 
chase was subject to delay from litigation, obviously a merger with 
Washington could suffer the same fate. It noted that consummation 
of the PUD sale had been continuously delayed by a series of seem- 
ingly correlated and synchronized court and other actions, obviously 
masterminded and backed by Washington. It noted that if it had 
not been for these obstructionists, the Puget stockholders by the time 
of the letter would have received the initial liquidation distribution 
of $22 per share under the PUD proposal, with an additional $5 per 
share expected to be realized in a comparatively short period of time. 

The strong rivalry between the Wall Street firms for the possible 
business which a merger might offer them continued to manifest itself. 
On January 6, 1953, Mr. Hawes, of Blyth & Co., lunched with Mr. 
Robinson, who remarked that he was going to need a “very large 
standby credit” if he were going to acquire Puget (IX, 4525). Mr. 
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Robinson planned to get this from some banks and insurance com- 
panies, he said, and he had been assured that he could get the kind 
of credit he needed. He announced that ‘‘at the request of the banks,’’ 
Al Gordon (of Kidder Peabody) had been made negotiating agent. 

Mr. Hawes expressed his unhappiness with this situation m a letter, 
written to Mr. Hasfurther, of the Spokane office of Blytb, on January 
13 (IX, 4525). Blyth had gotten only expressions of good will out of 
Mr. Robinson to that time, he lamented. He told Mr. Hasfurther 
that he would “like to be joint account on the standby relating to the 
equity securities, which is the investment banking end of the pro- 
ceeding,” and confided that he had asked Mr. Robinson for this. Mr. 
ne suggested that Mr. Hasfurther also talk to Mr. Robinson along 
this line. 

On January 19, 1953, the Washington board of directors met and 
altered the terms of the October 9, 1952, merger offer in one respect. 
In a letter written to Mr. McLaughlin on January 21, Mr. Robinson 
noted that the October 9 proposal had not been acceptable because 
it failed to provide that those stockholders of Puget who desired to re- 
ceive cash for all of their stock could do so (LX, 4526-4527). The 
January 19 offer, transmitted in this letter, was seid to obviate this 
difficulty. Washington had obtained assurances, it stated, from banks 
and financial institutions that they would supply all the money neces- 
sary to complete the merger even though all of the Puget stockholders 
elected to take cash for their shares. 

The offer stated that Puget should immediately make known to 
Washington a definite termination date for performance of the PUD 
a agreement and provided that if the termination date were to 

e extended beyond February 27, 1953, Washington might be forced 
to discontinue the merger negotiations. 

The stockholders committee was not standing idly by ai this point. 
On the very day of the second proposal by Washington, it held a 
meeting, at which two new members joined the committee: Laurence 
M. Marks, of Laurence M. Marks & Co., and Chandler Hovey, Jr., 
of White, Weld & Co. In addition, those in attendance at this meet- 
ing were Mr. Tilney, Judge Burns, and Carl C. Brown, a utilities 
expert from Mr. Marks’ firm. Mr. Tilney testified in the Boston 
suit that the four members of the committee agreed to split the ex- 
penses of the committee equally. Mr. Collins, the other charter 
member was not present. It was arranged to insert another adver- 
tisement in various issues of the Wall Street Journal addressed to the 
stockholders of Puget in support of the second proposal by Washing- 
ton, and the ad subsequently appeared on January 28 (IX, 1527-4528); 

When Mr. McLaughlin received the second Washington offer, trans- 
mitted in Mr. Robinson’s letter of January 21, he reacted immediately. 
On January 27, he replied to Mr. Robinson, stating that Puget was 
unwilling to commit itself not to extend the closing date of the PUD 
purchase agreement beyond February 27, 1953 (IX, 4528). Mr. Rob- 
inson promptly replied on January 31 that the January 19 offer should 
be considered in abeyance until such time as the matter could be 
brought before his board of directors for further consideration (IX, 
4530). 
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CURRIE-MC LAUGHLIN INTERCHANGE 


Acting in behalf of the stockholders committee, Mr. Currie now 
wired Mr. McLaughlin the committee’s request for advice as to 
what steps he planned to take in effecting the merger (IX, 4528). 
Mr. McLaughlin replied, obviously angered at the tone of Mr. Currie’s 
wire, stating that Mr. Currie obviously was not informed of current 
developments (IX, 4529). He referred to discussions on the merger 
since the first of the year on the subject of a possible merger, and 

ointed out that before Puget could act it would have to have the 
independent merger report then under preparation. Mr. McLaughlin 
continued: 


‘ 


Inasmuch as it is believed that your “committee’’ repre- 
sents WWP (Washington Water Power) interests rather than 
Puget, we respectfully request that you furnish us the follow- 
ing information. 


He then asked for full identification of each member of the com- 
mittee and the number of shares of Puget common stock held by each, 
and in addition the number of shares of Washington stock they held. 
He also asked the number of shares of Puget common for whick the 
committee had authorizations. Finally, he asked for the names of 
the persons, firms or corporations by whom the expenses of the com- 
mittee would be borne. 

The next step taken by the “stockholders committee” to push the 
merger proposal was to arrange for a meeting on February 6, 1953, at 
India House in New York City for all interested Puget stockholders. 
Most of those who had responded to the advertisements in the Wall 
Street Journal were various financial houses which held Puget stock 
or who had clients or customers who held Puget stock. There were 
also some individual stockholders. All of these were specifically 
invited to attend the meeting. Mr. Currie invited Mr. Robinson to 
address the meeting and explain the proposed merger and answer 
questions on the matter (IX, 4529). Mr. Robinson accepted the 
invitation and attended and addressed the meeting. Mr. Gilman was 
also in attendance. Apparently no representatives of Puget were 
invited or were present at this meeting. 


SECOND MASSACHUSETTS SUIT 


In the meantime, counsel for Messrs. Tilney and Collins laid the 
groundwork for a second suit to be filed in Boston for the purpose of 
obtaining a list of the Puget stockholders. A letter was written on 
February 2, 1953, to Stone & Webster Service Corp., the transfer 
agents for Puget, formally demanding the list under the applicable 
section of the Massachusetts law (IX, 4530). This letter was signed 
by counsel in the name of Messrs. Tilney, Collins and Michael 
Augenstern as the committee. Yet the newspaper advertisement of 
January 28 had recited the membership of the committee as Messrs. 
Tilney, Collins, Hovey and Marks. Although all four of these persons 
have confirmed, at various times, that Messrs. Marks and Hovey 
joined the committee in January 1953, they were not considered 
members of it in the demand for the stockholders’ list. 
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This suit for the stockholders list was filed in Suffolk Superior Court 
at Boston on February 11, 1953, with Puget and Stone & Webster 
named as defendants. Not until February 13 was any effort made to 
join Messrs. Marks and Hovey as parties plaintiff in their capacity as 
members of the stockholders committee. In answer to interrogatories 
addressed to Mr. Collins during this suit, he stated under oath, on 
February 25, 1953, that he and Mr. Tilney constituted the “stock- 
holders committee.” In a subsequent suit Mr. Hovey testified that 
he had no memory of the suit for the stockholders’ list, and Mr. 
Marks also testified that he could not recall it. Mr. Tilney asserted 
that this suit was brought by himself and Mr. Collins as individual 
stockholders and not by the committee, but Mr. Currie claimed the 
action for the committee in a letter to stockholders of Puget, dated 
February 18, 1953 (LX, 4530). As a matter of fact, the letter of 
demand for the list, dated February 2, was clearly signed by Messrs. 
Tilney, Collins, and Augenstern as the committee. 

When the court passed on the motion to join Mr. Marks as a plain- 
tiff, it was denied on the ground that he did not own a single share 
of Puget stock, but merely claimed to “represent” in excess of 40,000 
shares of Puget. 

Certainly there were no idle hands on the “‘stockholders committee” 
during this period. On February 18, Mr. Currie distributed the first 
general report to stockholders of Puget issued by the secretary of the 
committee itself (IX, 4530-4531). He reviewed the situation with 
respect to the second merger proposal of January 19 and reported that 
Mr. Robinson’s explanation of that proposal was “very well received”’ 
by Puget stockholders and their representatives at the meeting of 
February 6, which had been called by the committee. He also 
reported that the committee had made formal demand on Puget to 
obtain a list of stockholders and that when the demand was not met, 
a suit for this purpose had been instituted in the Massachusetts court. 
The letter noted that unless some progress on a merger negotiation 
were made by the time the suit came up for trial, it might become 
necessary for the committee to solicit proxies for the election of a more 
cooperative management. 


EXTENSION OF UTILITY DISTRICT AGREEMENT 


In the meantime, it became necessary for Mr. McLaughlin and the 
Puget management to make a decision concerning the PUD purchase 
agreement, which by its terms was expiring. On February 19 the 
closing date of the agreement was extended by consent of Puget and 
the PUD’s from February 27 to July 31, 1953, with the understandin 
that in the meanwhile further negotiations between Washington and 
Puget would promptly proceed, with the further understandings that 
the new closing date would not be advanced while such negotiations 
were in progress, and that in the event a merger were consummated 
before July 31, 1953, the PUD purchase agreement would thereupon 
be terminated (IX, 4531). 

Alfred Borneman and his associates at Kidder Peabody & Co. had 
been studying the Puget-Washington merger terms as proposed by 
Washington, and had concluded that some improvements in them 
might be made. These “improvements” were worked up in writin 
and the proposed revision of the plan, which Mr. Borneman represent 
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as no more than “a starting point’ in further consideration of the 
merger proposal, was sent by him to the interested parties on 
February 20 (IX, 4532). The new features which he proposed re- 
volved around the provision in the proposal as it then stood to have 
the offerors standing ready to sell convertible preferred stock to the 
yublic through bankers on a standby basis. Instead of this, Mr. 
Rasmemion and his associates at Kidder Peabody proposed that the 
preferred stock be offered to the Puget stockholders. This would 
make the merger proposal more attractive to Puget holders without 
impairing the capitalization of the surviving company. In addition, 
by creating “an attractive senior security of interest’’ to institutional 
investors, he thought, the market value to Puget holders of securities 
received in the merger could be increased with an actual reduction in 
outlay by Washington, with the dividend on Washington common 
stock being $1.50 as against $1.20 on the new preferred stock. 

Mr. Borneman’s special role in the situation is perhaps relevant at 
this point in the story. He testified in a later suit that he first heard 
about a merger proposal when he read the newspaper advertisements 
of October 20, 1952. During the fall of that year, he said, he discussed 
the proposed merger with W. C. Gilman, the consulting engineer 
representing Washington who was in Seattle at the time on a business 
trip for his client. Mr. Gilman and Mr. Borneman were engaged in 
a public relations job for Washington to assist the company in obtain- 
ing distribution of its or k in the service territory, following the 
distribution of that stock by American Power & Light. Mr. Borne- 
man testified that his discussion with Mr. Gilman on this occasion 
was to the effect that it would be a mighty fine thing if Puget could 
be merged with Washington instead of beimg sold to the PUD’s. He 
had made this trip, he testified, in his capacity as an employee of 
Kidder Peabody in charge of public relations; that this trip was 
designed to cement further the relationship between Washington 
and Kidder Peabody; that it was made in the hope that ultimately 
he could win some financing from Washington for his firm; and that 
Kidder Peabody had done the same kind of a job for Minnesota Power 
& Light Co. and for Montana Power Co., former subsidiaries of Bond 
& Share. 

The Kidder Peabody revision was received favorably. Albert 
Gordon, another partner in the firm, cabled W. C. Gilman in London 
on March 4 that “our plan’”’ had been tentatively accepted by both 
Puget and Washington, and that the necessary papers were being 
prepared (IX, 4533). 


“JOHNNY-COME-LATELIES”’ 


While negotiations were proceeding between counsel for Puget and 
Washington with Kidder Peabody participating as intermediary, a 
meeting was held at Abraham & Co., on March 5, 1953, at which the 
following were in attendance: Mr. Robinson, Mr. Parrott, Mr. 
Gruber of Union Securities; Mr. Allen of Allen & Co., and Messrs. 
Bleibtreu, Winters and Haiman of Abraham & Co. From a memo- 
randum prepared by Mr. Winters it appears that Mr. Robinson out- 
lined briefly the situation as it stood up to the moment with respect 
to the merger negotiations (IX, 4583-4584). Mr. Robinson said he 
was pleased with the excellent progress made thus far and disclosed 
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the specific terms proposed by Puget which he believed were actually 
the suggestions of Stone & Webster and Kidder Peabody. Mr. Allen 
expressed embarrassment at seeing the names of the “Johnny-come- 
latelies,’’ namely Stone & Webster and Kidder Peabody, mentioned 
in the press, whereas he felt that his own company and some others 
had been in the picture for 3 years and had worked diligently toward 
consummation of the proposal. Mr. Bleibtreu mentioned that Mr. 
McLaughlin had only the day before volunteered that the turning 

oint was the visit to him in Seattle by Winters last December. Mr. 

obinson indicated that he understood all this and he would certainly 
see to it that the services of the group would be recognized and their 
interests protected. 

Mr. McLaughlin recognized the effective role which Kidder 
Peabody had played in the negotiations leading to the merger agree- 
ment, in a letter of March 31, to the president of United National 
Corp. of Seattle (IX, 4534). He noted that neither of Washington’s 
previous merger proposals contained terms which were valid, adequate 
or workable. “It took Kidder Peabody to come up with a program 
ae ag basic merit and gave us something realistic to work on,” 

e said. 


A DISCUSSION OF FEES 





Kidder Peabody took the position that while there was no formal 
agreement between them and Puget and Washington with respect to 
the payment of compensation for the contribution of their services in 
the negotiation of the agreement, nevertheless, in the event that the 
plan was successful, Kidder Peabody would expect to be compensated 
in the neighborhood of $100,000 (V, 1983). On several occasions it 
was communicated to Mr. McLaughlin that Kidder Peabody hoped 
that Puget would bear a part of the fee. That was Mr. Gordon’s 
understanding. Mr. Borneman felt that.if the merger was not com- 
pleted, Saatchi less than $100,000 should be paid as compensation. 

Apparently, Blyth & Co. was also concerned about its “interests.” 
For on February 27, 1953, Mr. Hawes, of Blyth’s New York office, had 
written Mr. Hasfurther, of the Spokane office, that they had ‘“‘never 
heard anything at all from Kinsey Robinson or Parrott on the subject 
we were discussing a few weeks ago”’ (IX, 4532). Mr. Hawes further 
referred to a telephone call from further reports that Mr. Delzell, 
vice president of Washington, had called to state that Blyth “‘would 
not be slighted in anything that was going to be done,’’ but lamented 
the fact that Mr. Delzell had not stated that Blyth would be “man- 
agers of anything.’”’ Mr. Hawes’ concern over Mr. Delzell’s indefinite 
assertion was no doubt alleviated to some degree within the following 
month. 

It appears that late in March 1953, Mr. Robinson was in New York 
negotiating for the private placement of $28 million of bonds and 
debentures proposed to be issed by Washington. Blyth was given 
a position in the syndicate which placed the securities, along with 
Kidder Peabody; White, Weld & Co.; Union Securities; and Allen 
& Co. For their services in the distribution of these securities the 
syndicate was paid $140,000 by Washington. It is interesting to 
note that all the above-mentioned firms became members of the stock- 
holders’ committee which was dedicated to the proposition of merging 
Puget into Washington. 
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Mr. Leib of Blyth wrote Mr. Robinson at the offices of Bond & 
Share in New York, on March 27, that following their talk the day 
before, Blyth was phoning Kidder Peabody and accepting its position 
in the syndicate with thanks (IX, 4614). Mr. Leib invited Mr. 
Robinson to lunch on Thursday, April 2. On March 30, Hasfurther, 
of Blyth’s Spokane office, wrote Robinson at the Bond & Share offices 
(IX, 4614-4615). He lamented the fact that Blyth “‘would like to have 
top place” in the syndicate for private placement, but stated he under- 
stood Mr. Robinson’s “other obligations.”” He noted that “it is 
wonderful to know” that Mr. Robinson would give Blyth “serious 
consideration for a top position in future deals.”’ 

A report of the luncheon held at Blyth & Co., on April 2, was given 
in a letter from Leib to Hasfurther of the Spokane office dated April 6 
(IX, 4615). Mr. Leib reported that both Mr. Robinson and Mr. 
Parrott came to lunch and that Mr. Robinson confirmed— 


that when his company goes to the public, his present thinking 
is an expectation of having Blyth & Co., Inc., in the mana- 
gerial group close by Kidder Peabody. 


APPROVAL BY DIRECTORS 


The terms of the merger proposal were approved by the Washington 
and Puget boards of directors on March 16 and April 3, respectively. 
On April 8 the merger agreement was signed. 

Shortly thereafter, on Tier: 8, Kidder a and Blyth submitted 
a proposal for a ‘“‘dealer-management group”’ to solicit proxies among 
Puget stockholders in favor of the merger (IX, 4535). Kidder Peabody 
and Blyth would be the ‘‘managers’”’ and would obtain the participa- 
tion of other dealers who would be paid a fee for each share of Puget 
solicited to vote favorably on the merger. It was also provided that 
where the stockholder did not elect to exercise the option to take cash, 
the managers were to be paid 5 cents a share on all shares on which 
the soliciting fee had been paid. The managers conceivably could 
obtain a fee ranging up to $100,000 under this proposal. Such com- 
pensation as one of the comanagers was to be in addition to the fee 
gamer by Kidder Peabody for its work on the merger agreement 
itself. 

Before the merger could be consummated, it would have to be 
approved by the Washington Public Service Commission, the stock- 
holders of both companies, and the Federal Power Commission, and 
application for this approval was filed immediately. 

he Washington Public Service Commission commenced hearings 
on the merger application in mid-May 1953. Numerous parties 
intervened in opposition to the merger, including several PUD’s, 
the Washington State Federation of Labor (AFL), and the Wash- 
ington State Grange. Both United States Senators from Washington 
and four Washington Congressmen also had indicated to Puget an 
unfavorable attitude toward the merger, according to Mr. McLaughlin 
(IX, 4572). 


APPROVAL ANTICIPATED 


The opposition to the merger did not daunt Mr. Robinson, who was 
very confident and optimistic that the merger would be consummated. 
Mr. Robinson spent the morning of June 29 in the office of Laurence 
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M. Marks & Co. to post them on the latest developments regarding 
the merger. Mr. Robinson said he felt strongly that the Washington 
Commission’s decision would favor the merger because the “independent 
study” of Ford, Bacon & Davis “will reveal the many economic 
and operating advantages of the merger’ (IX, 4537). On this same 
day, Mr. Robinson had a conversation with a member of the firm of 
Carl M. Loeb, Rhoades & Co. and said he was optimistic that the 
engineering report would be favorable. Mr. Robinson reported that 
Washington was applying to the Federal Power Commission. The 
memorandum recording the conversation went on to note (LX, 4538). 
Recent developments have, he thinks, strengthened their 
case, such as the appointment of Kuykendall (who he says 
favors the merger) and the recent defeat of the Master of the 
Grange, who has been one of their principal opponents. 


Jerome K. Kuykendall is the present Chairman of the Federal 
Power Commission and had just been appointed on May 15, 1953. 

rr y ‘ 17 rr . , . 

The very next day W. C. Gilman, Washington’s engineer, talked to 
Carl M. Loeb, Rhoades & Co. and was very optimistic that the 
merger would be completed soon. A memorandum of July 8, record- 
ing the substance of this conversation noted: 


So far as the Washington State Commission is concerned he 
thinks that the Governor (Arthur B. Langlie) has suggested 
they decide the matter “in the public interest,” and he is 
optimistic that an order will be forthcoming in August after 
the Ford, Bacon & Davis experts have been heard (IX, 4539). 


The firm of Ford, Bacon & Davis was retained by the Washington 
Public Service Commission to render an independent study and ap- 
praisal of the proposed merger of Puget into Washington. As in all 
such studies it is of utmost importance that they be clear of any 
partisan attitude. Notwithstanding, L. C. Peterman of Ford, Bacon 
& Davis on July 7 requested Blyth & Co. to write a letter to the 
engineering firm ‘“‘pointing out the advantage to consumers and stock- 
holders of the Washington-Puget merger and that Blyth & Co. be 
prepared to testify in the matter before the Washington Public Service 
Commission” (IX, 4540). Mr. Peterman later withdrew his firm’s 
request that Blyth submit a letter and stated “considerable opposition 
to the merger had developed and since Ford, Bacon & Davis have 
been employed by the Washington Commission they must be care- 
ful to maintain a nonpartisan attitude, although he did say their 
report, which apparently was in the final stage of preparation, will be 
favorable to the merger (IX, 4540). 

We have here, then, the strange situation of a leading investment 
banking firm, committed to the merger of Puget into Washington, 
being solicited to aid in the preparation of an “independent” study of 
this very merger being prepared for the State of Washington’s Com- 
mission. Not to be outdone, Blyth & Co. was working with Mr. 
Robinson in getting statistical information for them to be presented 
to the Washington Commission. Mr. Robinson was very appreciative 
of this cooperation, 
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ATTEMPTS TO STIR UP PUGET 


Another investment firm which sought the good graces of Washing 
ton and Ebasco was Carl M. Loeb, Rhoades & Co. 

On July 15, 1953, Mr. Erpf of that firm sent a letter to Mr. Walker, 
president of Bond & Share, in which he ‘‘thought’’ Mr. Walker would 
be interested in the enclosed copies of letters to Messrs. McLaughlin 
and Robinson. He told Mr. Walker: ‘‘We should very much like to see 
the merger go through, and we should be very glad to assist in bringing 
it about” (V, 2116). Mr. Erpf also asked for an opportunity to meet 
Mr. Robinson. It is rather strange that a member of a leading invest- 
ment firm need ask the president of Bond & Share for an opportunity to 
meet Mr. Robinson, to whom he had just sent a letter. The letter to 
Mr. Robinson expressed approval of the merger and enclosed a copy 
of a letter to Mr. McLaughlin. The letter to Mr. McLaughlin ex- 
pressed an opinion in favor of the merger and noted that they had been 
informed that Puget management was playing a passive role in the 
merger proceedings, and they expected the management to pursue the 
merger faithfully as a corporate undertaking. It is interesting to note 
that Mr. Erpf later became a member of the stockholders committee. 

When the hearings before the Washington commission resumed on 
July 6, many of the Wall Street interests were annoyed and worried 
that Puget’s opening statement had not committed itself strongly 
before the commission in favor of the merger proposal and had not 
extended the merger agreement past July. It was at this time that 
the investment fraternity swung into action to bring all kinds of 
pressure, from a telegram blitz to threats on Mr. McLaughlin. 

At the mstance of Mr. Bleibtreu, a telegram was sent on July 8 to 
Mr. McLaughlin in the names of Allen & Co. and Abraham & Co., 
by Messrs. Allen and Bleibtreu, respectively (IX, 4541). The tele- 
gram referred to persistent rumors on Wall Street to the effect that 
Mr. McLaughlin was not very cooperative in regard to the proposed 
merger and he had an attitude which appeared lukewarm. The tele- 
gram proceeded with a plea for support of the merger and stated that 
as that was ‘‘the only desirable solution” they expected Mr. McLaugh- 
lin to work tooth and nail to bring it about. Soon after, on July 10, 
Mr. Bleibtreu sent a letter to his partner, Leon Goldfluss, in which 
was enclosed data Mr. Parrott had sent them (LX, 4541). The en- 
closure was a tabulation of the holdings of certain large stockholders 
of Puget common stocks at selected dates. The list of these stock- 
holders consisted merely of a list of certain brokerage houses and 
investment banking houses in New York City. Among them were 
Marks & Co.; Carl M. Loeb, Rhoades & Co.; Kidder, Peabody; 
Blyth & Co.; White, Weld & Co.; Abraham & Co.; Allen & Co.; 
and five others. Mr. Bleibtreu said in his letter to Mr. Goldfluss that 
he had had a three-cornered conversation with Messrs. Parrott and 
Robinson and that the latter had thought they ‘‘should not go after 
the commission but after F. McL. (McLaughlin)”’ (IX, 4541). 

On July 17, at a meeting at Abraham & Co., Percival E. Jackson, 
an attorney, was hired to go to Seattle to see ‘‘that things were coming 
pretty much our way” (IX, 4543). By July 20, armed with authoriza- 
tion from his employers, he was in Seattle, and he reported that he 
had talked to Mr. Gilman regarding specific complaints indicating 
that Mr. McLaughlin was running out and that Mr. Gilman had 
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nothing more than Mr. Parrott had (IX, 4544). He talked to Puget’s 
attorney and told him that some of the group believed Mr. McLaughlin 
was running out and that the ambiguity of the management’s position 
might prejudice the commission’s decision. Mr. Jackson reported ‘ in 
a letter of July 20, transmitted to Mr. Miller of Blyth on July 22, 
that Mr. McLaughlin’s position was to continue to be “neutral” and 
not to antagonize the PUD’s. He reported that the point to be accom- 
plished was to clear up any impression on the part of the commis- 
sioners induced by the position of neutrality and the lack of an exten- 
sion agreement. Mr. Jackson pressed Puget’s attorneys for an exten- 
sion agreement. He informed Puget’s attorney he wanted an immedi- 
ate answer because he had planned to go to the hearings the following 
day, that he was empowered to appear before the commission, and if 
necessary to aid Washington by introducing evidence that Puget’s 
management was wasteful and that the merger would effect economies. 

Mr. Jackson’s conference was in the morning and toward the end 
of the day Puget’s attorneys advised him they would initiate negotia- 
tions for extensions and would advise him in a day or two when they 
would go forward. He immediately wired this to Mr. Bleibtreu and 
noted that he was advising Mr. Gilman (IX, 4545). Two days later, 
Mr. Jackson wired Abraham & Co. that Washington had agreed that 
no need existed for his appearance for the group at the hearing (IX, 

4545). If there was any thought of running out, he said he was sure 
that their pressure had se otched it, and that he expected arrange- 
ments that day for a meeting for extension of the merger. He reported 
that he was ‘‘making remaining threat clear, stockholders meeting 
could repair any failure to agree on extension.”’ 

Meanwhile, on July 21, Mr. Leib of Blyth wrote Mr. McLaughlin 
that Blyth was not a party to any gossip regarding the consolidation 
of Puget and Washington, but that Blyth did have a keen interest in 
the consolidation of these two companies (IX, 4543). They felt so 
strongly about this, he said, that they planned sending Mr. Schlosser 
of the same firm to call on him personally in Seattle for the sole 
purpose of presenting their views to him. 

Apparently Mr. McLaughlin advised Mr. Leib that he did not wish 
to see Mr. Schlosser or any other representative for the purpose of 
discussing the merger. A few days later, on July 24, Mr. Leib 
wrote Mr. - McLaughlin « expressing his regret at this decision (TX, 4546). 
Mr. Leib stated that Blyth had declined to join the group hiring Mr. 
Jackson and that Mr. McLaughlin was erroneously informed that 
Blyth was a member of the group and that Mr. Jackson represented 
them on the trip to Seattle. 

Mr. McLaughlin replied to Mr. Leib that he was sorry that he had 
not been in position to talk with Mr. Schlosser (IX, 4547). He referred 
to the pressure sought to be applied for one objective or another and to 
the telegram shown Puget’s attorneys, listing Blyth as one of the com- 
panies in the group that Mr. Jackson represented. Mr. McLaughlin 
noted Washington’s “bad timing and bad tactics” with reference to 
the merger proposal during the previous fall, and that in letters to 
stockholders, public officials, and the Governor, in public statements 
and advertisements, and in testimony at the Boston court case, he 
was forced ‘‘to blast the merger concept from stem to stern.” 

On July 31 Me. Leib wrote Mr. McLaughlin that the telegram listing 
Blyth & Co. as a member of the group represented by Mr. Jackson was 
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a “misstatement of fact.’”” Mr. Leib denied that Mr. Jackson repre- 
sented Blyth & Co. and had so advised Abraham & Co. (LX, 4547) 

The advice to Abraham & Co., may have been im a letter dated 
July 24, the same day Mr. Leib originally wrote Mr. McLaughlin with 
reference to Mr. Jackson’s presentation. For a letter of that date was 
acknowledged by Mr. Bleibtreu of Abraham & Co., when he wrote 
Blyth & Co. on July 28 thanking them for the check of $1,000 which 
would be held with those of other proceeds for the purpose of reim- 
bursing Mr. Jackson (IX, 4546). On August 7, Mr. Bleibtreu wrote 
White, Weld & Co. and referred to the fact that he had received a bill 
from Mr. Jackson for $5,000. Mr. Bleibtreu explained that the 
amount of this bill was being divided equally among the 6 firms 
associated in the matter and therefore he refunded them $166.67 
(IX, 4548). 

Throughout this period, Blyth & Co. was busy arranging for wit- 
nesses to appear before the Washington commission to testify in 
favor of the merger. As shown in Mr. Leib’s memorandum of July 28, 
1 of the 3 public utility commissioners of Whatcom County, Wash., 
was | of the 4 witnesses Mr. Maxwell of Blyth had arranged to testify 
in favor of the merger (IX, 4546). At the conclusion of the hearings 
before the Washington commission, Mr. Maxwell had been advised 
that these were all the witnesses needed. He reported that he had 
volunteered to produce more in the Puget Sound area if and when 
needed. Mr. Maxwell had volunteered his own services as an invest- 
ment banker but it was questioned whether an investment banker 
should testify. 

Mr. Bleibtreu wrote Mr. Miller on August 17, advising him that 


Mr. Robinson would be present at a meeting at the offices of Abraham 
& Co., on August 25, “to give a full repost to our group” (IX, 4548). 
i 


Among those Jisted as being present at this meeting were Mr. Robinson, 
Mr. Parrott, Mr. Gilman, Mr. Miller, of Blyth, and a number of the 
Abraham & Co. people. 

' On Avgust 31, 1953, Mr. Leib had a telephone conversation with 
Laurence Marks. On the same day Mr. Marks addressed a letter to 
Mr. Leib concerning the merger and Mr. McLaughlin (IX, 4549). 
The letter recited that Mr. Marks’ company represented a number of 
shares owned by its customers and that its people felt strongly in favor 
of the merger. Mr. Marks noted he had the highest admiration for 
Mr. McLaughlin and the way he had built up his company. 

Mr. Leib promptly mailed to Mr. McLaughlin the original letter 
from Mr. Marks. In his own letter of September 1, to Mr. Mc- 
Laughlin, Mr. Leib extolled the great virtues of Mr. Marks and ex- 
plained that he had talked to Mr. Marks the day before and expressed 
Mr. McLaughlin’s views on the merger (IX, 4549). He noted that he 
planned to be in the Pacific Northwest in a month or so and would like 
to stop in and pay his respects. Mr. Leib promptly forwarded to Mr. 
Robinson at Spokane the copies of his letter to Mr. McLaughlin and 
the letter from Mr. Marks. In his letter to Mr. Robinson, Mr. Leib 
proponee that at the proper psychological time he would like to fly out 
to Seattle and have a talk with Mr. McLaughlin, inasmuch as he 
knew him well and had known him for many years (IX, 4549-4550). 

On September 10, Mr. McLaughlin answered Mr. Leib’s letter of 
September 1 and noted that he was deeply appreciative of Mr. Leib’s 
sympathetic understanding and confidence and that he was delighted 
with Mr. Marks’ comments (IX, 4550). 
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Mr. Leib then sent to Mr. Robinson, at the offices of Bond & Share, 
Mr. McLaughlin’s letter and suggested that it be passed along to 
Mr. Parrott (IX, 4550). He noted that he would like to talk with 
Mr. Robinson and plan a program of approach to Mr. McLaughlin. 
On the same day, Mr. Leib wrote to Mr. Marks enclosing a letter 
from Mr. McLaughlin. He noted that he planned to fly out to see 
Mr. McLaughlin in the not too distant future. The significance 
of the letter to Mr. Marks is that a copy of it was also sent to Messrs. 
Robinson, Parrott, and Miller, of Blyth, and also that it was well 
known that Mr. Robinson’s mail should be sent to him at Bond & 
Share. 

CONTACT WITH GOVERNOR LANGLIE 


Apparently in an attempt to obtain an extension of the merger 
agreement and to ward off any possible coolness by Mr. McLaughlin, 
Mr. Leib arranged for a luncheon with George Clifford of Stone & 
Webster, Inc., the service company for Puget. This plan he discussed 
with Mr. Robinson, as appears from his letter addressed to Robinson, 
at the offices of Bond & Share in New York City, dated September 18 
(IX, 4550). The letter noted that Mr. Clifford was coming in for 
lunch on the following Monday and stated that he was reserving a 
seat for Mr. Robinson. He stated that George Clifford controlled 
Don Barnes and that Mr. Barnes was a potent influence with Mr. 
McLaughlin. Mr. Leib wrote: 


I think the Governor will be vigorously on the side of the 
consolidation, provided he is assured that there will be no 
increase in rates which will make private industry look bad, 
vis-a-vis the PUD. 


Mr. Leib’s reference to Governor Arthur B. Langlie was based on 
much more than casual observation, for on that day, through a sugges- 
tion by private wire from Messrs. Maxwell and Denny of the Seattle 
office, Governor Langlie was contacted in New York by Blyth. The 
circumstances of that contact and its results were reported by Mr. 
Leib to Mr. Maxwell by letter on the same day (IX, 4551). He re- 
ported that Governor Langlie was -brought back from a luncheon 
meeting he had addressed and that Mr. Miller and he had spent an 
hour with him discussing various matters, principally the merger of 
Washington and Puget. His letter continued: 


We are convinced that he is favorable and is only fearful of 
an increase in rates under private ownership, vis-a-vis 
PUD’s, which increase would hurt him politically and would 
also hurt the Republican Party. He is against private (sic) 
ownership as a matter of principle. We are confident that he 
is on the right side. Kinsey is meeting him at 5 o’clock and 
will go on from there. 


One week later, Mr. Denny telegraphed Messrs. Miller and Leib 
over the private wire that he had had a long talk with the Governor 
the day before and was able to present their thoughts regarding the 
adverse effect that the PUD financing of the purchase of Puget would 
have on the credit of the State. He reported that— 


confidentially he (Governor Langlie) expects the Commission 
reports to be in at any time and believes chances are that 
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WWP (Washington Water Power) deal will go through 
He is still concerned over political effects and rates. 





Mr. Leib promptly mailed a copy of the telegram to Mr. Robinson 
at Spokane and wrote in his letter that they had just received th 
above telegram from Mr. Denny, a close friend of Governor Langlie 
(IX, 4551). He reported that the situation seemed good to him and 
he wanted Mr. Robinson to let him know quickly when he should 
start moving toward Mr. McLaughlin. 

On October 16 the Washington Water Power Commission issued its 
order authorizing the merger in accordance with the terms of the 
merger agreement dated April 8, 1953. On the same day, Mr. 
Hasfurther of Blyth’s office in Spokane wrote to Messrs. Schlosser 
and Miller that he had lunch with Mr. Robinson and that they 
“discussed the advisability of trying to get one of the services, such 
as Moody’s, to immediately come out with some facts and figures 
regarding the merged company which in turn could be used by 
dealers. Naturally, this could be Moody’s opinion and could con- 
tain information and generalities which none of us could publish as 
long as the deal is in registration. He asks me to relay these sug- 
gestions to you, thinking we might be instrumental in getting Moody's, 
or some similar counselor service, to do this” (IX, 4552 

To upset these well-laid plans, however, there appeared an article 
in the Wall Street Journal of October 19, stating in effect that Mr. 
McLaughlin had issued a statement that there was a rise in demand 
in the Puget service area and that Puget continue in business as an 
independent entity, rather than to merge with Washington or to sell to 
the PUD’s. 

On this same day, Mr. Leib telegraphed Messrs. Maxwell and Has- 
further over the private wire and reported a lunch planned with Mr. 
Borneman of Kidder-Peabody, and of the arrangement to meet with 
Moody’s Service regarding ‘‘Hasfurther’s suggestion about inducing 
them to make appropriate recommendation” (IX, 4552). Contact 
was being kept with Mr. Parrott, he reported. “We all feel strongly 
regarding the necessity for mation dealer group and prompt possession 
of Puget’s stockholders list.” Mr. Leib referred to the story in the 
Wall Street Journal and said that. he was going to see George Clifford 
and discuss the article with him. Mr. Leib told Mr. Maxwell to advise 
Mr. Robinson what the thinking of Bly th was eee what we are doing 
and tell him we await his suggestions” (IX, 4552 

Two days later, Mr. Schlosser reported to Mr. Hasfurther on a 
luncheon he and Mr. Miller had with one of Moody’s officials regard- 
ing the Washington-Puget merger (IX, 4553). Moody’s would not 
take a stand until such time as the merger proposal was actually sub- 
mitted to a stockholders’ meeting, he reported. Mr. Schlosser said 
that they expected to have a similar meeting with the Standard & Poor 

eople as soon as feasible. He assumed that they would notify Mr. 
Rutiaeen. 
































THE TELEGRAM BLITZ 












Meanwhile, the article in the Wall Street Journal, of October 19, 
prompted Mr. Marks to send Mr. McLaughlin a telegram stating 
that he believed the clients of his firm owning Puget stock were 
unanimously in favor of the merger (IX, 4552-4553). The idea was 
immediately picked up by Mr. Leib of Blyth who wired their offices to 
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join in putting the pressure on Mr. McLaughlin. A telegram “blitz’”’ 
was on. Mr. Leib wired his San Francisco office to try to 
get Witter to send similar expression to McLaughlin. Dif- 
ferent phraseology, of course. It should go within 12 hours. 
We are trying to get 4 or 5 houses to express themselves to 
McLaughlin who apparently is dragging his feet. Needless 
to say, this action is heartily approved by our friends in 
Spokane. 


The reference to “our friends in Spokane’’ is, no doubt, to Mr. 
Robinson, from whom Mr. Leib was still awaiting his ‘‘suggestions,”’ 

On the next day Mr. Currie joined in this telegram blitz and wired 
Mr. McLaughlin that the “stockholders’ committee” felt that Puget 
stockholders should have an opportunity at earliest possible date to 
vote on the merger and urged a special meeting to vote on the pro- 
posal. Mr. McLaughlin wired Mr. Currie that any action with regard 
to the merger must be taken by Puget’s directors (IX, 4553). He 
noted that the picture was complicated because of the widespread and 
vigorous opposition to the merger in western Washington, announced 
litigation of the commission’s order by the intervenors in the merger 
proceedings (public power organizations, State Federation of Labor, 
AFL, and the State Grange), and announced activation of condemna- 
tion cases by the PUD’s. 

The telegram blitz continued unabated and on October 23, Mr. 
Miller of Blyth, reported to Mr. Leib on the activities of Blyth with 
respect to the telegram blitz (IX, 4554). He reported that Blyth had 
worked with a number of friends for the purpose of calling to their 
attention the present situation. ‘‘We have had complete unanimity,” 
he said, ‘‘from all of those with whom we talked as to desirability of 
communicating with Mr. McLaughlin, urging consummation of the 
merger and an early stockholders vote.”” Mr. Miller reported that 
telegrams were sent by the following firms: Laurence M. Marks & Co.; 
Hornblower & Weeks; Harris, Upham & Co.; Hemphill, Noyes & Co.; 
Merrill Lynch, Pierce, Fenner & Beane, and Shearson, Hammill & Co. 
He attached the McLaughlin reply to Mr. Currie to each telegram. 

On the same day, a stockholders’ committee meeting was called 
at Mr. Currie’s office. This was the first meeting of the committee 
since it had sponsored a meeting at India House in New York City on 
February 6, 1953, for the purpose of hearing Mr. Robinson. At this 
meeting, Mr. Marks was elected chairman and Paul A. Murphy, of 
Oglebay, Norton & Co., Cleveland, was made a member. The com- 
mittee wired Mr. McLaughlin that it felt a stockholders meeting should 
be held promptly (TX, 4555). 

By October 28, Blyth was communicating with Mr. Currie regarding 
authorizations to be signed by Puget stockholders (IX, 4556). On 
October 29 Blyth was giving serious consideration to officially join 
the Puget ‘‘stockholders committee.”” Mr. Leib so advised Shurtle 
of the San Francisco office and informed him that Mr. Marks would 
ss be its chairman and would include White Weld and “we hope, 

idder Peabody” (IX, 4556). Mr. Leib was not certain that Kidder 


Peabody would join, ‘‘due to a complications,’ and asked that 


Dean Witter & Co. be sounded out if they would be willing to join the 
committee if Blyth did. On the next day Mr. Leib wired Mr. Shurt- 
leff: “We are going to make up composition of the stockholders’ 





went on the committee. 


(IX, 4556). 


for any reason. 


agressive. 


should the merger agreement be extended, one of the factors would be 
that “you could protect yourself and your directors against more 
aggressive action by the protective committee and limit their support 
by all stockholders who want to get out.” 
McLaughlin that he knew he would act for the best interests of the 

Mr. Borneman recommended extension of the merger 
He asked that when Mr. McLaughlin decided on exten- 
sion terms, he or one of his partners would greatly appreciate being 
permitted to notify the committee and others interested in the deci- 
“This would greatly strengthen our hand and increase our 
ability to influence the committee toward a reasonable course of 
He also reported that he had later information on 
the makeup of the committee and said he would call him on the 
following Monday. 


stockholders. 


agreement. 


sion. 


action,” he said. 


The “stockholders’ committee’? now enlarged its membership. 
On November 2, 1953, Mr. Leib of Blyth & Co. asked Edmund P. 
Maxwell, a vice president of the company with offices in Seattle, to be 


committee on Monday.” 





Conversely, 


Mr. 


Borneman 


COMMITTEE ENLARGES 
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He asked him to telephone the Witter 
partners to see if he could get their acceptance, provided that Blyth 
“It is not a protective committee, but a 
committee which will ask common stockholders to express their desire 
to merge with Washington,”’ he stated (IX, 4556). 

On Sunday, November 1, following his conference with Mr. Me- 
Laughlin, Mr. Borneman set forth in a letter to Mr. McLaughlin his 
position with respect to the extension of the merger agreement 
He pointed out four results which would occur if both 
the merger agreement and the PUD purchase agreement be terminated 
One result which he predicted was that the “‘stock- 


holders’ protective committee would become a great deal more 
* * %)) 


pointed out 


He also assured Mr. 


their representative “due to (Maxwell’s) residency in Seattle 


notwithstanding Jack Hasfurther’s closeness to Washington Water 
He added that he expected Dean Witter & Co., 
Hornblower & Weeks, and White, Weld & Co., also to place repre- 
sentatives on the committee, so that, he said, the “committee will be 
By November 4, Mr. Leib was able to report to Mr. 
Hasfurther that Witter, Hornblower & Weeks, and Shearson, Hammill 
& Co., had formally joined (IX, 4558). 
that Blyth’s representative would be Mr. Maxwell, “due to geo- 
graphical advantages’, i. e., as a result of his residence in Seattle, the 
He asked Mr. Hasfurther to ‘advise Kinsey.” 
On the same day, the stockholders’ committee issued a press announce- 
ment by Mr. Maxwell that “support is being gathered from Puget 
* * * stockholders who favor the merger of that utility with Wash- 
At the same time the additional members 
of the committee were announced: Frank F. Walker of Dean Witter 
& Co., San Francisco; Tristan Antell of Hornblower & Weeks; Walter 
Maynard of Shearson, Hammill & Co.; and Paul A. Murphy of 


Power” (IX, 4558). 


dignified.” 


home of Puget. 


ington * * *” (IX, 4558). 


Oglebay, Norton & Co., Cleveland. 


Why did not Kidder Peabody & Co. join the committee openly at 
During a later lawsuit, Mr. Borneman testified that he 
advised Mr. McLaughlin that a representative of Blyth & Co. was 


this point? 


He advised Mr. Hasfurther 
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expected to go on the committee, according to what he had learned 
in New York; that Blyth had suggested that Kidder Peabody go on 
the committee and that it was his understanding that Blyth was 
working with the committee and putting its whole sales foree behind 
the committee program. He told Mr. MeLaughlin that “other 
houses on the Street’? had asked why Kidder Peabody did not go on 
the committee, that Mr. Robinson thought Kidder Pe abody should 
not go on that committee at that time, and that W. C. Gilman felt 
the same way, and that Mr. Robinson had transmitted that informa- 
tion to the committee. Mr. Borneman further testified that he told 
Mr. McLaughlin that his personal opinion was that as long as Kidder 
Peabody had any chance of being useful as an intermediary, it should 
not go on the committee; that in any event Kidder Peabody should 
not go on the committee until after November 19, which was the expira- 
tion date of the merger agreement. 

[t should be noted that when George Leib had telegraphed the 
San Francisco office of Blyth & Co. over: “their private wire on October 
29, 1953, advising that they were giving serious consideration to hay- 
ing Mr. Maxwe ie go on the stockholders’ committee, he stated in a 
wire that White, Weld & Co., would become a member and that “ 
hope Kidder Peabody”’ but that the latter was not certain “due 'to 
possible complications” (LX, 4556). 

On the same day its membership on the committee was announced, 
Blyth had issued a circular for use of its organization in which it 
announced that the stockholders’ committee was circulating a form 
among Puget stockholders for their signature, indicating sympathy 
with the committee’s aims to bi ‘ing about the me rger and ending with 
the underscored sentence: 


We strongly urge that each member of our organization in- 
form his clients owning Puget stocks of the situation, and if 
they feel, as we do, that the merger is in their best interest, 
request them to fill in and sign the authorization, returning 
it to us (LX, 4559). 


The authorization was printed upon the letterhead of the stock- 
holders’ committee. 

On November 2, 1953, the Washington Public Service Commission 
had denied a petition for rehearing and reconsideration. 

The intervenors promptly filed in the Superior Court of Thurston 
County, Wash., a petition for review of the Washington commission’s 
order, and the court directed the issuance of a writ for the purpose 
of reviewing the entire record and action of the Commission in approv- 
ing the merger. This suit promised to require many months before 
the court would finally dispose of it. The intervenors publicly de- 
clared that they would carry the suit to the Supreme Court of the 
United States, if necessary, to block the merger. 


PUGET MANAGEMENT REPORTS 


It was also on November 2 that Puget’s management sent a letter 
to its stockholders informing them of the status of the matter. It 
pointed out that neither Washington nor the PUD’s would be in a 
position to perform the contract by the deadline dates and that the 
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resolving of these conflicts between Washington and the PUD’s 
would be extremely difficult. The letter made reference to the atti- 
tude of the various key people at the time and listed a number of 
people and organizations that were said to oppose the merger which 
included the 2 United States Senators from that State and 4 Congress- 
men. 

This letter should be considered in the light of Mr. McLaughlin's 
position at this time. He was under pressure from both sides and being 
stymied from both sides by pending litigation. An application oY 
Washington to the Federal Power Commission for approval of t 
merger ‘had been pending for some months and the Federal Pouee 
Commission had set November 9, 1953, for the commencement of 
hearings in Washington. The intervenors who had appeared before 
the Washington Public Service Commission were substantially the 
same parties who had intervened before the Federal Power Com- 
mission to obtain a definite postponement of the hearings. In view 
of these facts, it was evident that the Federal Power Commission 
could not hear and consider, much less determine the application 
prior to the expiration date of the merger agreement, which, as 
extended, would expire on November 19, 1953. Five PUD’s and the 
Washington Public Utility District Association had been permitted 
to intervene formally in the Federal Power Commission proceedings. 
They also announced they would appeal the Federal agency’s decision 
if the merger were approved. 

On November 5, the Federal Power Commission announced that 
it was canceling the hearings which were supposed to start on Novem- 
ber 9, It stated that this action was taken for the reason that an 
extension of the merger agreement had not been made and that no 
unequivocal representation had been made that it would be extended. 

On November 9 the stockholders committee met for luncheon at 
the Wall Street club. The meeting was attended by Messrs. Marks, 
Brown, Maynard, Tilney, Antell, Hovey, and three of Blyth. Dis- 
cussion was held at this meeting concerning sending Mr. Currie to 
Seattle with the signed authorizations for the purpose of present- 
ing them to Puget, and in urging the extension of the agreement 
(LX, 4560). 

On the same day as the luncheon meeting, Mr. Leib wired Mr. 
Maxwell and others in the Blyth organization of the action of the 
Federal Power Commission and reported that Mr. McLaughlin gave 
no indication of willingness to extend the contract, and that he 
was convinced that Mr. McLaughlin hoped to continue Puget as 
an independent company (IX, 4560). He noted that Mr. Miller, 
in the East, was making every effort to collect authorizations and 
stated he assumed that western offices were doing the same. ‘‘We 
are being successful] back here (i. e., in the East) with practic vally every- 
one contacted,” he said, “but big bulk of stock is in West.” Yet all 
this time the “stockholders committee’”’ had contended that the big 
bulk of the stock of Puget was being held in the East! 

Back in aRoeann, Mr. Robinson wired McLaughlin on the same day, 
referring to the Federal Power Commission’s order of cancellation (LX, 
4559-4560). Stating that “it seems apparent that the PUD purchase 
will not be consummated on November 20,” he took the position that 
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an extension of the merger agreement should be agreed to promptly, 
preferably before the regular meeting of Washington’s board of direc- 
tors on November 13. Mr. McLaughlin replied that Puget was fully 
cognizant of need for action and was proceeding diligently to this 
end. 

mm November 10 Mr. Miller wired the offices of Blyth that the 
committee planned to send Mr. Currie to Seattle on Tuesday morning, 
November 17, 2 days before the expiration date of the merger agree- 
ment (IX, 4561). He reported that the authorizations up to this 
time had been very slow in coming in, and stated that he would appre- 
ciate all the help they could get in getting more. ‘‘As we see it,” he 
said, ‘not only is the merger in the best interest of Puget stockholders, 
but this is basically contest public versus private ownership utilities, 
and we believe merger has full backing of utility industry. We have 
got to deliver on this one.”’ [Italics added.] 


PUGET REFUSES EXTENSION 


Taking the prompt action Mr. McLaughlin had promised, the 
Puget board of directors met on November 12. It unanimously 
decided that in light of the then existing conditions, there was no 
sound basis or justification for further extension of the purchase 
agreement with Washington or the PUD agreement, which had the 
termination dates of November 19 and 20, respectively. 

Mr. Robinson immediately was advised by telegram from Mr. Me- 
Laughlin of this action by the Puget board (IX, 4561). Mr. 
McLaughlin also issued a news release with the announcement (IX, 
4561). Mr. Currie immediately called a meeting of the “stockholders 
committee” for the following day (IX, 4564). Mr. Leib and two 
other representatives of Blyth attended, as well as Messrs. Marks, 
Brown, Tilney, Antell and Hovey. The committee decided not to 
give up its attempt to force the merger and directed Mr. Currie 
to go to Seattle and present the signed authorizations to Puget. 
An immediate press release was issued by Mr. Currie’s firm contain- 
ing an announcement by Marks as chairman of the committee that 
the committee “will not abandon its efforts to bring about a merger 
with Washington Water Power Co.” (IX, 4564). 

On the same day, Abraham & Co. sent a wire to the board of di- 
rectors of Puget, setting forth a vigorous protest against the action 
of not extending the merger agreement. A copy of the telegram was 
sent by Jacob Bleibtreu of that company to Mr. Robinson in Spokane 
(IX, 4564). In an enclosed letter, Mr. Bleibtreu noted that he had 
had a conversation with Mr. Leib, of Blyth, during which it was 
pointed out to him that although he could not give Mr. Leib the 
authorization to represent Abraham & Co., that Abraham & Co. was 
in full sympathy with all the purposes and intentions of the com- 
mittee and they would cooperate with them. He also stated that it 
might very possibly be that even though Abraham & Co. was not 
actively on the committee, it might perform a more valuable service 
toward the ends which they all desired. 

This letter indicates that Mr. Leib had suggested Abraham & 
Co. join the committee. 
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CURRIE AND PUGET’S DIRECTORS 





Mr. Currie left on his trip to Seattle and arrived on November 18 
He presented the signed authorizations held by the stockholders com- 
mittee to Lowell P. Mickelwait, general counsel of Puget, and a list of 
them for Puget’s reference was made. He refused to join in any dis- 
cussion of the advisability of the merger, however, when the Puget 
attorney attempted to argue against it (IX, 4565). The Puget board 
of directors then met to hear Mr. Mickelwait’s report and, at the con- 
clusion of the meeting, mstructed its secretary, Wendell W. Black, to 
write Mr. Currie that he had not introduced any new basic factors into 
the situation in his conference (LX, 4565). They told him that it was 
believed that the stockholders he claimed to represent were not aware 
of the “absolute stalemate”’ which existed, that they did not appreci- 
ate that the merger was tied up with current and threatened litigation 
and “practically buried by powerful and widespread opposition.’’ 
They held there could be no justification for “locking stockholders 
in” on a vote for an indefinite period of time when the choice made 
and the basic merger terms themselves could prove inacceptable 
because of changed conditions in the interim. 

Mr. Currie fired a telegram back at the board, stating that he under- 
stood the board did not ‘consider it a basic factor that stockholders 
of over 500,000 shares (had) signed authorizations favoring (the) 
merger and ‘wished an opportunity to vote” (IX, 4565). He also 
stated it to be his understanding that the board refused to meet 
with him personally. The board did not reply to this telegram, and 
Mr. Currie returned to New York. 

Apparently in an attempt to assess the situation as it stood, Armand 
G. Erpf, of Abraham & Co., had telephoned Frank McLaughlin on 
November 18 (IX, 4566). Mr. McLaughlin told him that the litiga- 
tions by “the public-power boys,” the PUD’s, and the labor factions 
might prevent a merger for a long time, which in tself was to Mr. 
McLaughlin a compelling reason to break off the merger negotiations 
at that time. In addition, he reported to Mr. Erpf, there had been 
an “enormous swing toward private power” in the State of Washing- 
ton since November 1952, and while it was somewhat premature to 
consider the possibility of reattracting PUD facilities back into private 
hands at that point, that was not to be ruled out. Sectional rivalry of 
the western parts and eastern parts of the State militated against 
the merger. Many other factors which he mentioned were also put 
with great persuasicn. In reviewing the conversation for an office 
memorandum, Mr. Erpf concluded: 


Originally, as you know, I felt that a merger between 
Puget and Washington * * * was desirable to create a bigger 
unit to capitalize on the private power potentials consequent 
upon the advent of the Republican regime in Washington. 
Whether this still is the best thing to do or whether, in view 
of changing circumstances since then, there is reason for 
Puget to go it alone is still not clear in my mind. _My present 
feeling is to await events before throwing one’s weight in 
either direction. 


On November 19, 1953, the joint agreement of merger expired 
through lapse of time under its own terms. 
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On November 23 a meeting of the stockholders committee was 
valled for Mr. Currie’s office. 

Mr. Leib later testified that just prior to this meeting he telephoned 
Mr. Robinson at the office of Bond & Share, saying, “Look here, this 
committee is going to meet, and we have got to know what you want 
to do. We now know that Puget does not want to do this. How 
do you feel about it? Will you come over and tell the committee 
you are interested still in purchasing it along the lines of your recent 
offer so that the committee can know that it has something to go 
forward on?” Mr. Robinson agreed to attend the committee meeting 
and came over to the meeting with Parrott of Ebasco. Messrs. 
Currie, Marks, Brown, Tilney, Antell, Hovey, Maynard, together 
with Mr. Leib and other Blyth representatives, were present. 


LETTER OF STOCKHOLDERS COMMITTEE 


Following Mr. Robinson’s report, it was decided to send another 
letter to the stockholders. Mr. Currie composed a draft, and sent 
it to Mr. Schlosser, of Blyth, and to Mr. Marks, the committee chair- 
man, for review and comment (IX, 4567). The letter was issued on 
November 27 as an interim report on the activities of the committee 
(IX, 4567). It reviewed Mr. Currie’s trip to Seattle, the Puget board’s 
refusal to see him or pay attention to his arguments or authorizations, 
and the expiration of the merger agreement. ‘The stockholders,” it 
concluded, “‘will not view such arbitrary action lightly.”’ It announced 


that the committee would not abandon its efforts to bring about a 
merger, and would continue to regard as one of its main objectives 


the active resistance to acquisition of Puget by the PUD’s. 

A further meeting of the stockholders committee was held at Mr. 
Currie’s office on November 27 and was attended by Messrs. Marks, 
Brown, Tilney, Antell, Hovey, Maynard, Schlosser, and Miller of 
Blyth, and several representatives of Washington, including Messrs. 
Robinson, Paine (his counsel), Dewey, of Reed & Priest (attorney for 
Ebasco), and Parrott, of Ebasco. In a subsequent lawsuit, Mr. 
Currie testified that Messrs. Paine and Robinson both attended this 
meeting for the purpose of discussing various aspects of the merger 
agreement; that after Mr. Robinson and his advisers withdrew from 
the meeting, the committee then decided that efforts should be made 
to enlarge the conimittee to get as broad a base as possible and to 
reach as many stockholders as possible; and that they would proceed 
to compel the production of a list of Puget stockholders by the Puget 
management. The committee authorized the preparation of a form 
of application for inspection of the Puget stockholders’ list and the 
printing of 1,000 of such authorizations for general distribution and 
for the signature of Puget stockholders. This meant the committee 
was preparing to oust the management of Puget. 

These authorizations were circulated immediately and attracted the 
attention of the Wall Street Journal on December 7, 1953, which 
stated that irrespective of its form, “the move, apparently, is part of 
a proxy fight for control of Puget in an attempt to promote a merger 
of Puget into Washington * * *” (IX, 4568). Two days later, Boston 
counsel for the committee served upon the Puget transfer agents in 
Boston approximately 80 authorizations in which the parties repre- 
sented themselves as the owners of approxmiately 159,000 shares of 





A STUDY OF THE ANTITRUST LAWS 63 


Puget common stock. Their demand to inspect the Puget stock- 
holders’ list was refused. 

On December 7, Mr. McLaughlin wrote to Mr. Bleibtreu, of Abra- 
ham & Co., replying to an earlier wire ef November 14 (IX, 4569). 
He urged Mr. Bleibtreu to use his influence with the stockholders 
committee and attempt to persuade them that they should avoid 
what in his opinion would be a useless, futile, and damaging attempt 
to oust the Puget management in order to put in successors who 
would be committed to a merger. 

At this point a new name appeared in the picture. Paul B. Han- 
rahan of Hanrahan & Co., Worcester, Mass., had sent in his au- 
thorization to be used by the committee. On December 7, Frederick 
Miller, of Blyth & Co., wrote him, thanking him for the authorization 
and suggesting that in view of Mr. Hanrahan’s substantial holdings 
of Puget stock, and those of his clients, that he might be interested in 
inembership on the committee (IX, 4571-4572). He mentioned that 
they had no representation from the New England area. On the 
same day others who had sent in authorizations were asked to join 
the committee. A week later, it was announced that new members 
wonld be Mr. Hanrahan; Albert Gordon, of Kidder Peabody & Co.; 
Leon Goldfluss, of Abraham & Co.; Richard F. Beck, of J. A. Hogle 
& Co., Salt Lake City; Walter J. Gruber, of Union Securities Corp. ; 
Armand G. Erpf, of Carl M. Loeb, Rhoades & Co.; and Don F. Daly, 
of Wegener & Daly, Boise, Idaho. 

Mr. Hanrahan was to become the principal plaintiff in the suit for 
the stockholders list for which the groundwork had been laid. This 
suit was filed in the superior court of Suffolk County, Mass., on 
September 22, and was entitled “Hanrahan et al. v. Puget Sound 
Power & Light Co.” 

On December 17, Mr. McLaughlin wrote to E. K. Thompson of 
Merrill Lynch that the investment banking and brokerage houses did 
not belong on committees of stockholders (IX, 4572). He said: 


IT am glad that Merrill Lynch does not have a member on 
the so-called stockholders committee. I think that sooner 
or later this committee is going to get into real trouble. I 
don’t believe that the investment banking and brokerage 
houses have any place on such committees and are vulner- 
able from various standpoints, such as profits to be derived 
from the merger financing, other promised financing, and 
pressures exerted by WWP (Washington) and Ebasco 
Services. 
On December 21 Mr. Webster wrote Mr. McLaughlin, indicating 
Crp eenndons committee might try to oust him (IX, 4573). He 
said: 


Ben Ehrlichman has been here and apparently talked to 
many of the different groups that own Puget stock. When 
I saw him he seemed to feel quite strongly that the com- 
mittee could not force the issue * * *. 

I was pleased to receive this morning a copy of the state- 
ment of Puget Potentials. This is extremely interesting, 
particularly the part dealing with the difference of debt 
ratio between Puget and Washington Water Power. It 
would seem very unlikely to me that they can succeed in 
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forcing the issue, but the way some of them talk they may 
very well have a try at it. 


Mr. Webster testified before the subcommittee that he “knew that 
the commitiee was pushing him (Mr. McLaughlin) hard * * *.” 
(V, 1959). 

On January 5, 1954, Alfred Borneman of Kidder Peabody wrote to 
Mr. McLaughlin, urging in effect that Mr. McLaughlin reconsider 
his position against the merger (IX, 4574-4575). He wrote this 
letter without authorization from the committee or its members and 
was later criticized by some of them for the action. Mr. Borneman’s 
basic position in this letter was that it would be greatly to Puget’s 
advantage to merge with Washington because doing so would enable 
Puget to become a partner with Pacific Northwest Power Co., Port- 
land General Electric Co., Pacific Power & Light Co., and Montana 
Power Co. in several important and impressive expansion programs 
in which they were engaged with Washington. Further delay might 
mean that Puget could not share in these projects even if it merged 
with Washington at # later time, he argued. He pointed out that a 
merged company would need a larger board of directors and a greater 
number of experienced and high caliber top personnel, and he said 
there was no reason why Mr. McLaughlin could not be chairman of 
the board and Kinsey Robinson president of such a company. 


Mr. Borneman also noted: 
In my opinion the members of the committee are com- 
mitted to go ahead with this program to replace the board 
of Puget as a preliminary step to the negotiation of a new 


merger proposal which they believe to be in the interest of 
Puget stockholders. 


It is interesting to note that in this letter to Mr. McLaughlin, Mr. 
Borneman represented that the stockholders committee had “retained 
an independent engineering firm to study and report on the engineering 
and economic merits of a merger.’’ Such a firm apparently had not 
been hired in fact, although Mr. Borneman was talking about this 
idea with his associates. On January 21 he called Chandler Hovey, 
Jr., of White, Weld & Co. to say that if an engineering report were 
made by an outside firm on this question, the committee needed to 
raise $20,000 among its members (IX, 4576). He said that the firm in 
question was Black & Veatch of Kansas City. Mr. Hovey learned 
that Kidder Peabody and Blyth all were putting in $5,000 each. 
When it was suggested that his firm, White Weld, put in $3,000, the 
reaction at that firm was that they should put in the same as the 
other two firms ‘‘for obvious reasons.’”’ ‘To do otherwise would be to 
leave White Weld behind in the estimation of the potential client, 
Washington. 

In discussing the need for more money with Mr. Miller of Blyth, 
Mr. Borneman apparently had not stressed the independent engineer- 
ing study. Mr. Miller’s office memorandum on the subject does not 
even mention this (IX, 4575-4576). The reason for the additional 
contributions, he indicated, was that Mr. Currie believed it would be 
advantageous if, before he testified in the Hanrahan case on January 
25, funds advanced to the committee could be increased. Mr. Miller 
agreed to pay $5,000. 
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This approach shows clearly the way in which the committee was 
financed. 
BLYTH’S ESTIMATE OF AFFAIRS 


Fred Miller, of Blyth, thought the time had come for Blyth to 
crystallize its position in the situation. In a memorandum written 
on February 4, 1954, he said he thought it was likely that within a 
short time, perhaps a year, the committee would have access to the 
Puget stockholders list (LX, 4576-4577). “This is particularly im- 
portant,” he wrote, “since most other members of the committee !o0k 
to us for leadership.”” Mr. Miller then outlined four alternatives. 
The first position was the strongest action that could be taken: that 
of aggressively engaging in a proxy contest with the objective of seek- 
ing at least a majority of the present Puget board of directors, follow- 
ing which the present management would be replaced. Mr. Miller 
recognized the difficulties involved in the changed position since the 
initial merger offer. He noted that at that time “our position had 
the merit of being in strong opposition to the encroachment of public 
power.” He further noted, ‘‘It seems to me it has got to be done on 
the basis of incompetence of the present management and not with 
the express purpose of effecting a merger with Washington Water 
Power on the basis of the original terms.” 

The second alternative position advanced by Mr. Miller was that 
a point by that time had been reached where the possibilities of suc- 
cess in opposing Puget management were small, and that since the 
primary purpose “which was to resist the encroachment of public 
power” had been attained, all he and his associates were willing under 
these conditions to sit back and watch Mr. McLaughlin accomplish 
the improvements in his situation which he had stated he could do, 
this alternative might be tried. 

The third alternative position advanced by Mr. Miller was that 
since there had been a change in the market relationships of Puget- 
Washington, the directors of the latter company might be sounded 
out on their willingness to make, as of that time, a more favorable 
offer to the Puget stockholders. He noted that it might well be 
that such a new deal might be presented to the stockholders committee. 

An interesting example of the attitude which many of the principals 
in the Wall Street firms had toward the situation can be found in two 
incidents on February 5, 1954. On that day, Kidder Peabody and 
Blyth & Co. gave a joint luncheon for Kinsey Robinson. According to 
Mr. Leib’s report on the occasion, written in a latter to Mr. Hasfurther 
3 days later, Mr. Robinson made “an excellent talk’? on Washington 
(IX, 4578). In view of Mr. Leib’s opinion of its excellence, he told 
Mr. Hasfurther that he, Mr. Borneman and Mr. Miller thought 
Mr. Robinson should tell this story wherever there was a substantial 
community holding of either Washington or Puget stock. This should 
not wait until they were “probably in a knock-down drag-out proxy 
fight.” 

On the very same day, Mr. Leib wrote Mr. McLaughlin as follows 

(IX, 4577): 


Dear Frank: I hear you are in town for a few days. 
I would like so much to see you for a little chat if that would 
fit your book. Maybe we could have a cocktail or some- 
thing together. Anyway, I will give you a call sometime 
tomorrow. Always best personel regerds. 
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He had the sought-after conference with Mr. McLaughlin on 
February 9. The visit, he told Kinsey Robinson in a letter that day, 
was friendly but nonproductive (LX, 4578). He told Mr. McLaughlin 
how much he regretted “feuding” with him, and that he was making 
a great mistake and would regret his action in fighting the merger 
some day. As he reported to Mr. Robinson, “at the end of the talk 
we shook hands and parted friends. He (McLaughlin) is a hard- 
headed, difficult and indeed uncertain person.” 

The changed and improved position of Puget as an independently 
operated company which Mr. Miller had referred to in his February 4 
memorandum was well recognized by other firms on Wall Street. On 
this date Merrill Lynch, Pierce, Fenner & Beane, underwriters and 
distributors of investment securities, and brokers in securities and 
commodities, issued its stock comment No. 47 pertaining to Puget. 
This comment noted that continuation of Puget as a separate enter- 
prise rather than merged with Washington should prove particularly 
beneficial to the Puget common stock. It noted that the service area 
of Puget appeared to have better growth prospects than the area in 
which Washington operated. ‘This could be translated into substan- 
tial earning power for the Puget common stock, this house felt, 
without too great an increase in capital investment, because of Puget’s 
ultraconservative capital structure. 

Perhaps Mr. Borneman’s letter of January 5, 1954, mentioning the 
committee’s retention of an independent firm, gave Mr. McLaughlin 
an idea of hisown. Mr. Borneman reported to Mr. Schlosser on Feb- 
ruary 10 that he had learned of Mr. McLaughlin’s hiring an independ- 
ent firm, Institutional Utility Service, Inc. (LX, 4615). Mr. McLaugh- 
lin had mentioned this in a letter to Puget stockholders, dated Febru- 
ary 1 (IX, 4578). The object of this move, Mr. Schlosser told Mr, 
Miller in an office memorandum, was to have this firm prepare ‘‘some 
sort of comprehensive study and report of Puget which Mr. McLaugh- 
lin then intended to use in a new series of public propaganda all in the 
nature of girding for an expected proxy fight.”’ 

In talking to Mr. Schlosser about this, Mr. Borneman renewed his 
point that the stockholders’ committee should promptly employ an 
engineering firm so as to not be caught flatfooted in the propaganda 
battle (IX, 4615). Mr. Schlosser suggested that Mr. Borneman ar- 
range a meeting of the stockholders’ committee at which the subject 
could be discussed. 


NEED FOR INDEPENDENT ENGINEERING SURVEY 


Mr. Miller explained the problem to Messrs. Maxwell and 
Hasfurther in a confidential memorandum of February 17, following 
a meeting with Messrs. Leib, Shurtleff of the San Francisco office of 
Kidder Peabody, and Stewart Hawes and Albert Schlosser of Blyth 
(IX, 4578). The argument in favor of retaining a firm at this time 
was, he said, that any engineering reports previously prepared, 
“because of the strategies involved,”’ had played down the matter of 
joint economies in operation, particularly savings in wage costs, that 
would come about from the merger. He pointed out that Mr. 
McLaughlin’s recent retention of Institutional Utility Service had 
gotten a great deal of publicity, while the stockholders committee was 
getting none. 
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Mr. Borneman talked with an official of Black & Veatch, who had 
then talked with W. C. Gilman. The latter then reported that Black 
& Veatch believed it could develop material that would show: (a) a 
better future earnings picture than that indicated by Mr. McLaughlin 
and his hired hands; and (6) they would include in the report factual 
material which would provide ammunition for an attack on the past 
policies of the Puget management (LX, 4578). 

With this report in hand, all of the persons present at the meeting 
agreed to hire Black & Veatch for this job, with a maximum fee of 
$7,500 set. The formal action on hiring the firm took place at a stock- 
holders committee meeting on February 19. 

With this taken care of, the next thought was of public relations 
counsel. In a letter of February 26, Mr. Currie advised Mr. Miller to 
have the committee give thought to this. The outcome was to hire 
John P. Broderick (formerly with Doremus & Co. and the Wall Street 
Journal) during the committee’s meeting of March 1. 

On February 27 the hoped-for-news arrived from the Superior Court 
of Suffolk County, Mass. It handed down its decision, ordering 
Puget to make available a stockholders list to members of the 
stockholders committee. At the time the stockholders committee 
announced this decision to the press, it also announced the hiring 
of Black & Veatch, saying that this had been done “in order that 
the stockholders may be adequately informed of the prospects of the 
company” (IX, 4580). The engineering firm, it was said, would make 
an independent study to determine the true values in Puget and the 
effects of a merger of Puget and Washington. 

On March 1, however, it was discovered that Black & Veatch 
actually were engaged in doing work for Washington in connection 
with property valuation (IX, 4581). This raised a very serious issue 
in the minds of the committee members, for they realized that this 
relationship would soon be known publicly. The employment of the 
Gilman firm apparently caused no qualms, however. 

Mr. Borneman phoned Black & Veatch to present them with a choice 
of giving up the Washington valuation study or discontinuance of the 
committee’s work. After a further conversation with Mr. Gilman, 
acting as emissary for the committee, the representation of the com- 
mittee by the engineering firm was discontinued, and on April 8 the 
papers given them by Mr. Miller, of Blyth, were returned to him by 
its representative (IX, 4582). 

On March 9 the trial judge in the Boston court entered his final 
decree in the Hanrahan case. Puget appealed this decision to the 
Supreme Judicial Court of Massachusetts. 

Mr. Leib reported to Mr. Maxwell that he had lunched on March 22 
with Win Smith and George Leness of Merrill Lynch. He reported 
that the Merrill Lynch partners were giving consideration as to what 
steps, if any, they should take with the press, particularly the Press 
Intelligencer of the Pacific Northwest, so that their position would 
not be misunderstood. “I think they are sincerely sorry that this 
report was put out by their statistical department. I know they are 
against public power.”’ He noted that though he believed these people 
were sympathetic to Mr. Robinson, they would retain their traditional 
position of neutrality in any proxy fight. He reported that Mr. 
Robinson was going to Boston to speak on March 23 before the Boston 
Security Analysts lunch. This lunch would be arranged by Kidder 
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Peabody but one of Mr. Blyth’s men would be at the speaker’s table. 
He further reported that on Wednesday, March 24, Mr. Robinson 
was going to speak before the New York Society of Security Analysts, 
with Fred Miller, of Blyth, presiding and Mr. Gordon, of Kidder 
Peabody, at the speaker’s table (IX, 4582). 

The stockholders committee began to arm themselves while waiting 
until the court would grant them "Pp uget’s stockholders list. 

With the forced dismissal of Black & Veatch, the committee sought 
an alternative. Beginning in April 1954, and for several months 
thereafter, the stockholders committee dickered with Jackson & More- 
land, consulting engineers, regarding an independent study of the 
merger of Puget into Washington. On May 10, Mr. Currie informed 
Jackson & Moreland that their proposal was accepted. Jackson & 
Moreland agreed to submit a report by July 1 (IX, 4583). 

In preparation tor ie anticipated proxy fi ae Mr. Currie guarded!y 
circulated copies of a memorandum by Mr. Borneman which was 
marked as ‘“‘a draft aad a preliminary outline for distribution to members 
of the stockholders committee only’ and was entitled “a true statement 
of facts concerning the merger of Washington Water Power and Puget 
Sound Power & Light’ (IX, 4584). 

The next thing the stockholders committee had to do was to prepare 
a new slate of directors favorable to the merger of Puget into Wash- 
ington. On July 30, Mr. Borneman wrote Reno Odlin, president of 
Puget Sound National Bank, Tacoma, Wash., requesting some details 
on the candidates for the slate as board of directors (LX, 4584). Mr. 
Borneman listed those slated. He noted that in his judgment, the 
man to head the list was Mr. Odlin. Mr. Borneman testified before 
the subcommittee that the list contained in his letter was one which 
Messrs. Odlin and Maxwell, of Blyth, had suggested (V, 1984). 

On December 3, Mr. Currie apprised leading members of the com- 
mittee of what he termed “a new and startling development”’ to the 
effect that late that afternoon the Boston firm was served with a 
motion by Puget that Mr. Murphy be dismissed as a petitioner on 
the ground that he had sold all of his 1,600 shares of stock on seven 
dates from April 22 to May 20, 1954 (LX, 4585). A few days later, 
Mr. Murphy was dismissed by the court as one of the petitioners, Mr. 
Murphy was the only member of the stockholders committee who 
represented a firm which was not an investment banking house or 
security dealer. 

After the completion of the hearings before the Supreme Judicial 
Court of Massachusetts, Mr. Borneman, in a long letter to Mr. 
McLaughlin, dated January 5, 1955, appeared to make a final indi- 
vidual effort to salvage a merger between Puget and Washington 
(LX, 4585-4587). Mr. Borneman noted that the committee had 
retained an independent engineering firm to study and report on the 
engineering and economic merits of a merger of Puget and Washing- 
ton. He noted that he believed that the present Puget board of 
directors could be joined with the board of Washington and that he, 
Mr. McLaughlin, might become chairman of the board and Mr. 
Robinson carry on as ‘preside nt of the surviving company. Mr. Mc- 
Laughlin replied to Mr. Borneman that Puget’s directors and officers 
had considered his letter and that there was no basis in fact that an 
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attempted merger could be anything but an ill-fated vent ire He 
warned that any persistent movement toward a merger would damag 
and not benefit, the stockholders and the companies concerned 

The information that Mr. Borneman and Mr. McLaughlin had 
corre sponded was not well received by Blyth. In a memorandum 
of February 19, Mr. Miller reported that this was the first time that 
he had been able to get hold of a copy of the letter (IX, 4587). Mr: 
Borneman informed Mr. Miller that the letter had been written upon 
his own initiative, but it had been done with the knowledge of Mr 
Robinson. Mr. Miller concluded that these letters should be han- 
dled with very great care as they did not want them distributed widely. 


THE HANRAHAN STOCK INCIDENT 


By February of 1955 the market value of Puget stock had risen to 
$34 per share or more. It appeared that Mr. Hanrahan, the member of 
the stockholders committee representing Hanrahan & Co., Worcester, 
Mass., desired to sell his personal holdings of 550 shares of Puget at 
the then market price of 34%. As Mr. Murphy had been dismissed 
as a petitioner in the pending suit for the stockholders lists, this left 
Mr. Hanrahan as the sole petitioner and, therefore, a serious problem 
for the stockholders committee. On February 4, Mr. Currie wrote 
Mr. Fleming, Mr. Hanrahan’s partner, and told him the situation 
had been discussed with Mr. Marks and other key members of the 
committee, and Mr. Marks had authorized him to write Mr. Hanrahan 
the enclosed letter (IX, 4588). The letter to Mr. Hanrahan noted 
that the committee was anxious that he retain his ownership of the 
stock, at least until the outcome of the litigation in which he was a 
petitioner. In consideration of his continuing to hold the stock in 
his name until the litigation was finally determined, or until the 
stockholders lists had been furnished pursuant to the final decree, the 

“committee” agreed that upon his request or at anytime within 30 
days thereafter, his 550 shares of Puget stock would be purchased at 
34% (IX, 4588). 

By the beginning of May, Puget stock had risen to $37 per share or 
more and Mr. Hanrahan again “expressed the desire to dispose of his 
stock. Once again this did not meet with the approval of the stock- 
holders committee who wrote Mr. Hanrahan on May 5 (IX, 4589) 
that— 


the committee is most anxious that you retain your owner- 
ship of this stock, at least until there has been full perform- 
ance of the final decree to be entered in the litigation now 

pending in the Massachusetts court in which you are the 
metitinnes and the company is a respondent. 


The letter concluded: 


In consideration of your continuing to hold the stock in 
your name until there has been full performance of the final 
decree and specifically until all stockholders list has been 
furnished pursuant to the final decree, the committee agrees 
that, upon your request at any time within 30 days there- 
after, your 550 shares of Puget Sound a be purchased 
from you at today’s closing market price of 3 





70 A STUDY OF THE ANTITRUST LAWS 


GEORGESON COMMENTS ON PUGET 


On May 3, 1955, the Supreme Judicial Court of Massachusetts 
affirmed the decision of the lower court that ordered Puget to furnish 
a list of stockholders to the stockholders committee. That very 
afternoon, Mr. Miller, of Blyth, telephoned Richard S. Nye, a partner 
of Georgeson & Co., a professional proxy solicitation firm, to advise 
them of the decision. According to Mr. Nye’s memorandum, Mr. 
Miller referred to a meeting which they had had with Mr. Miller and 
Mr. Carl Brown of Marks & Co. in the spring of 1954 at which time 
Mr. Nye had made a commitment to solicit proxies for the stock- 
holders committee and Mr. Miller wanted to know if that was still 
good or whether Georgeson & Co. had any other commitments 
(IX, 4588). Mr. Nye told him that it was perfectly good and that 
Georgeson & Co. had no reservations about it. 

It was in this memorandum that Mr. Nye made the following 
pertinent observations which apparently caused Mr. Robinson some 
concern. Mr. Nye’s memo continued: 


I added, however, that in my judgment the prospects of 
success were very much Jess than they were a year ago and 
asked that they make a very cold-blooded appraisal of the 
prospects. He said he realized that and it would certainly be 
done. 

Puget is now selling at 38 and was listed on the big board. 
The dividend has also been increased. McLaughlin certainly 
landed on his feet in this one. Did his damndest to sel) out 
to the PUD’s at a price you could barely see $20 in. Now he 
is champion of free enterprise and the stock is 38. 

I also pointed out that I would have imagined that any of 
the speculators who bought stock op the basis of getting a deal 
would take their capital gain and now sell out because they 
had gotten their price, and thai stock has gone into the hands 
of investors. 


At the hearing Mr. Nye corrected the typographical error of $20 in 
the memorandum to read ‘‘$27,’’ which he said was the correct figure 
(V, 2139). 

On May 9, Mr. Robinson wrote John Von Der Heide, a part- 
ner in Georgeson & Co., as follows (IX, 4589). 


I was little disturbed about Mr. Nye’s memorandum 
which was attached to your letter. I am inclined to think 
that the list when it is produced will show a large amount 
of the total shares in the East, largely owned by people who 
still feel that a merger is advantageous. So far as I know, 
the members of the committee are still very anxious to work 
this out, and I think an analysis of the list will give them a 
good idea. 

I expect to be in the East by the 16th and I should like 
to talk with you and Mr. Nye about this matter. 


To understand the significance of this correspondence it is necessary 
to review the connection of Georgeson & Co., with Mr. Robinson and 
Washington and also with Puget. 

Georgeson & Co. are engaged in the business of soliciting corporate 
proxies from stockholders and serving as consultants on stockholder 
relations. They have an organization of some eighty to one hundred 
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men located all over the United States through which force they are 
able to contact large groups of stockholders of corporations and to 
make personal solicitations where necessary in order to get out the 
stockholder vote and particularly to see that the votes are for the 
propositions which the management desires to have passed. The 
names of stockholders are run off from cards which are broken down 
geographically and sent around the country to the fieldmen who are 
directed to contact the stockholders in their respective areas and to 
urge them to vote in the desired manner. Georgeson & Co. run 
about 200 such campaigns a year among the svockholders of corpora- 
tions operating on a national basis or whose stockholders are dis- 
tributed throughout the country. Mr. Nye testified before the subcom- 
mittee that it is rather unusual when his firm works on cases where 
the management of the corporation is attacked. He stated that the 
firm had done it in 90 percent of the cases their proxy solicitation 
activities are on behalf of the existing management of the corpora- 
tion; that a very minor portion of the business has to do with elections 
of directors involving a contest (V, 2132). 

Georgeson & Co. had been employed by Puget in connection 
with the special stockholders meeting held in October 1952 for the 
purpose of voting upon the proposed sale of Puget’s property to the 
PUD’s. The firm also had done work for Washington. 

In late February 1953 when the merger negotiations between Puget 
and Washington were just getting well underway, William Staplin, of 
Reid & Priest, attorneys for Ebasco and Electric Bond & Share, sug- 
gested to Mr. Von Der Heide that he call Mr. Robinson, who then 
was in New York, with respect to Georgeson & Co. handling the 
proxy campaign for Washington or Puget or both, in connection with 
the required vote of the stockholders of each company for the approval 
of the merger agreement. In reporting his conversation with Robin- 
son to his other partners, Mr. Von Der Heide noted in his memoran- 
dum of February 26, 1953 that there would be two solicitations (LX, 
4532): 

Mr. Robinson feels that the best solicitation organization 
should handle the Puget Sound because there is the selling 
job. 


When Mr. Von Der Heide told Mr. Robinson that Georgeson & Co. 
would be interested in handling both solicitations, Mr. Robinson 
thought that might be better. In any event, Mr. Von Der Heide 
reported, Mr. Robinson would be glad to consider his proposal. 

In an office memorandum dated April 9, 1953 Mr. Von Der Heide 
noted (IX, 4534): 


Ben Dewey, of Reid & Priest, and Bill Parrott, of Ebasco 
Services, talked to me today about our suggested economy in 
having one solicitation organization handle both jobs. 


Mr. Von Der Heide quoted a total figure for “getting an 85 percent 
affirmative vote in each case” of $15,000 which could be divided any 
way they wished, but indicating $7,500 for each job which could be 
expressed, as he put it, as “$2,500, plus estimated expenses of $5,000.” 
Mr. Von Der Heide noted that if Georgeson & Co. handled either 
stockholders meeting separately there would be an increase in their 
figure of $1,000 to $1,500. He observed that there were 12,000 Puget 
stockholders and 20,000 Washington Stockholders and that a two- 
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thirds vote approving the merger would be required in each case. 
It should be noted that this was the day after the merger agreement 
had been formally executed between Puget and Washington. Not- 
withstanding Puget’s obvious interest in this matter, Puget’s manage- 
ment apparently was not consulted. We have here the revealing 
situation of Mr. Parrott, the general consultant from Ebasco, and 
Bond & Share’s attorneys negotiating and arranging matters of prime 
consideration for Washington and Puget. 

A couple of weeks later, in his memo to his partners, dated April 25, 
1953, Mr. Von Der Heide reported that he had spent some time with 
Mr. Robinson and that Mr. Robinson had told him he did not want 
to employ Georgeson & Co. if Mr. McLaughlin was going to use that 
as an excuse for not employing them; and he had therefore called 
Mr. McLaughlin who had informed him that it made no difference 
to him but that he thought Puget would need no help in the solicita- 
tion of their stockholders (IX, 4534). However, Mr. McLaughlin 
added, if Puget did need help they would employ Georgeson & Co. 
regardless of whether or not Washington employed them. Mr. Robin- 
son further advised him that since Washington now had the commit- 
ments with the underwriters he did not want to take any chances on 
the question of Puget having the necessary two-thirds vote, and asked 
Mr. Von Der Heide whether Georgeson & Co. could solicit Puget’s 
stockholders for Washington in the event Puget decided not to employ 
them. | 

Mr. Von Der Heide told Mr. Robinson: 


While we do not have the names, I told Robinson we could 
handle the brokers and bank nominees through our customary 


search. If it came to a showdown and Washington had any 
compunction about employing us, we could work for the 
Currie committee. Robinson thought the committee might 
get out a letter anyway, but as far as he was concerned he 
wanted us to be engaged to make the vote absolutely certain. 


This memorandum clearly indicates the extent to which Mr. 
Robinson was willing to go to force the merger of Puget into Washing- 
ton, in that he was willing to hire a professional proxy-solicitation 
firm to solicit the proxies of stockholders of a company other than 
his own. It also indicated the knowledge within the industry that 
the Currie committee and Mr. Robinson were in reality both dedi- 
cated to the amalgamation of Puget into Washington. 

Mr. Von Der Heide checked with Mr. Robinson by telephone a 
month later, on May 25, and at that time told Mr. Robinson that they 
were thinking— 


of adding $5,000 to the costs of the Puget solicitation because 

of the changes that have taken place since we arrived at our 

initial figure of $15,000 for both jobs (IX, 4537). 
Mr. Robinson again was making arrangements for Puget’s solicitation 
at a cost to Puget, without the knowledge or consent of Puget’s 
management. 

Early in 1954, when the stockholders’ committee was pressing the 
suit on its behalf for Puget stockholders list, Mr. Leib, of Blyth 
called Mr. Nye to find out whether the latter had “any commitments 
to McLaughlin.”” In a memorandum to his partners dated January 
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11, 1954, noted that he told Mr. Leib that “we were on the side of 
the angels” (IX, 4575). At the hearing before the subcommittee Mr. 
Nye explained that this phrase meant that Goergeson & Co. was on 
the side of the stockholders committee with respect to the merger pro- 
posals and the issue which then was pending between the committee 
and the Puget management (V, 2138). 

Notwithstanding these elaborate preliminary arrangements, the 
firm of Georgeson & Co. was never employed either by Washington 
or Puget to handle the solicitation for voting upon a merger. 


NEGOTIATION RESUMED 


After the May 3 decision of the Supreme Judicial Court of Massa- 
chusetts affirming the decision of the lower court ordering Puget to 
furnish a list of stockholders, the stockholders’ committee was forced 
to take a realistic reappraisal of the existing situation. As noted by 
Mr. Nye in his memo of May 3, the prospects of success in replacing 
Mr. McLaughlin and the Puget board had dwindled (IX, 4589). A 
meeting of the stockholders committee was held on May 12, and ap- 
parently it was decided to once again attempt to force the merger 
through private negotiation, rather than participate in an open fight 
which would reveal to the public and all concerned the interests of 
those actively behind the merger of Puget into Washington. While, 
as Mr. Currie testified before the subcommittee, no minutes of any 
of the meetings of the stockholders committee had been kept, a copy 
of a memorandum prepared by him, putting down ‘“‘the sense of the 
committee meeting,” which copy was mailed to Mr. Maxwell, of Blyth, 
on May 13, was found (IX, 4589-4590). The memorandum lists 
those that were present and noted that the following course of con- 
duct should be followed by all members of the committee: (1) Mr. 
Maxwell was authorized exclusively to negotiate with Puget for such 
a period as he thought his negotiations had a chance of succeeding. 
Mr. Maxwell was directed to pursue the negotiations actively to the 
end that a negotiated settlement of the merger proposal might be 
reached. (2) During this period, no other member of the committee 
would undertake to negotiate with Puget, either directly or indirectly. 

Apparently, Mr. Maxwell failed to obtain a negotiated settlement 
of the merger proposal. From what has been related it is obvious 
that it was the intention of the members controlling the stockholders 
committee to discuss with Mr. Robinson what kind of communication 
the committee should send to Puget stockholders as soon as the list 
of stockholders would be available to them. On June 2, 1955, it 
became obvious to John J. Burns, the senior partner of the New York 
and Boston law firms which represented the committee, that the 
stockholders list would be actually released on June 9, for on June 2 
Mr. Burns telegraphed Mr. Robinson (1X, 4590): 


Suggest you make tentative plans to leave for New York 
evening June 9. Will keep you advised of developments. 


Mr. Robinson did not recall at the time of his testimony before the 
subcommittee that he left for New York in accordance with Mr. Burns’ 
telegraphed suggestion. However, he did recall that he saw a draft 
or two of the letter which the stockholders committee proposed to 
distribute to the Puget stockholders. Mr. Robinson testified further 
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that ‘‘there was continuous pressure on me to agree to some kind of a 
merger offer from the time that the other one expired by limitation,’ 
and that he consistently told the representatives of the stockholders 
committee that ‘they would have to show me that they represented 
enough of the stockholders so that this thing would go through and 
there would not be any quitting the next time.”” Mr. Robinson testi- 
fied that he thought that he saw a draft that was prepared by Mr. 
Borneman; that Mr. Borneman had requested him a dozen times to 
indicate that Washington would make a new merger proposal; that he 
could well have discussed that subject with Mr. Borneman between the 
time Mr. Burns’ telegram was sent on June 2, and the date the stock- 
holders committee letter was eventually sent out on July 20, 1955. Mr. 
Robinson also said that he could well have had a conversation with 
Mr. Borneman about the time that he was shown drafts of the pro- 
posed letter to stockholders which eventually was mailed on July 20, 
1955, because every time he saw Mr. Borneman “he put the same 
questions and he got the same answers.’’ Mr. Robinson further 
stated that there was pressure placed upon him by various individuals 
on the stockholders committee who thought that the committee would 
have a much better opportunity of putting the merger through suc- 
cessfully if Washington would make a specific merger offer; that he 
told them that he was not going to have anything like a new merger 
proposal batted around the country until he was assured that they 
were in a position to assure him that the merger agreement would go 
through if acceptable to the company; and that until that time he 
“would not discuss any terms of a merger with any of them.” 

Mr. Robinson stated further that before July 20, 1955, all members 
of the committee whom he saw were putting pressure upon him and 
were “pretty ‘unanimous in thinking that is what ought to be done’”’ 
but that he “just did not happen to agree.’’ Mr. Robinson further 
said that he ‘ wen unwilling to make any formal specific merger offer’’ 
at that time and that with the market fluctuating around the way 
it was, as he stated, he thought that “anybody who would make a 
specific merger offer was just plain foolish’? (V, 2095-2098). 


PROXY CONTEST AVOIDED 


The decree of the court which directed Puget or its transfer agent 
to deliver a stockholders list, provided further that neither side could 
communicate with stockholders prior to June 21, 1955. In the suit 
for the stockholders list it was represented to the court that the pur- 
pose for which the list was sought was to enable the petitioners, 
through the instrumentality of the stockholders committee, to solicit 
proxies from the Puget stockholders. However, when the list was 
finally produced by Puget pursuant to the court’s decree, and delivered 
to the stockholders committee, it did not proceed to solicit proxies 
from Puget stockholders, but proceeded to do something else. As 
Mr. Borneman testified at the hearing before the subcommittee, fol- 
lowing the obtaining of the stockholders list the matter of whether the 
committee should proceed to engage in a proxy fight was considered 
thoroughly and on this subject ‘‘we spent a great deal of pulling and 
hauling.’ Mr. Borneman further testified that conditions had 
changed a great deal since the suit for the stockholders list had been 
instituted on behalf of the committee in December 1953, and that in 
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June and July of 1955 there was an entirely different set of circum- 
stances; that after they obtained the stockholders list it was decided 
that there was not much chance of dislodging the present board of 
directors of Puget and that it possibly would be inadvisable to do so 
He stated further that “there was considerable objection on the part 
of some of the members of the committee of engaging in a proxy 
battle, which threatened to dislodge the directors or change the 
directors.’”” Mr. Borneman further stated that the committee a ing 
decided not to engage in a proxy contest was advised by counsel and 
they all agreed that in sending their letter to stockholders it could not 
contain anything which was in the nature of a proxy solicitation. 

Having reached this decision, the committee set about the prepara- 
tion of its letter to Puget stockholders. Mr. Borneman described the 
effort as follows (V, 1970): 


First, the first draft was prepared by—the first proposed 
letter to be sent out was prepared by Mr. Currie. Then | 
took a hand at writing a draft of the letter, proposed draft. 
And I think Mr. Schlosser, of Blyth & Co., took a hand at 
writing what he thought ought to go out. And then I believe 
that there was a chap there from Shearson, Hammill & Co., 
I believe it was—who thought—who had some ideas, and he 
wrote a draft. And then we finally got to a point where we 
were pretty much undecided as to just how tbe thing should 
be worded. So we turned it over—we empjoyed a public- 
relations firm to take all of the drafts and to whip them into 
shape and put it together and submit it to us. 


Mr. Borneman stated that, in all, he would imagine there were 8 or 10 
drafts of the letter. He said that the public-relations firm was 
Albert Frank-Gruenther Law, Inc., a financial advertising firm and 
public-relations counsel of New York City. He further said that 
the engineering advice sought with respect te the technical aspects 
of the letter was obtained from William C. Gilman who was the 
engineering consultant for Kidder Peabody & Co., and who also 
had been employed by Washington for many years previously. 

Mr. Borneman testified that he discussed the proposed action of the 
committee with Mr. Robinson in New York, and showed him a copy 
of his draft of the proposed letter to stockholders. He said further 
that he was very certain that other members of the committee talked 
with Mr. Robinson and discussed the committee’s intended action with 
him and told him what the committee intended to do because Mr. 
Borneman said we were trying to find out under what sort of conc itions 
Mr. Robinson might make another offer of merger. He said that Mr. 
Robinson had made public statements as well as statements to him 
and other members of the committee privately, that gave the commit- 
tee the confidence that if enough stockholders expressed themselves 
affirmatively on the card proposed to be enclosed in the letter, the 
committee could go to the Washington management and obtain a 
new Offer that would be favorable to the Puget stockholders. 

Mr. Borneman explained that he did not discuss this matter with 
Mr. Robinson while they were alone; that many times they had lunch 
together, when Mr. Robinson came to town, with Messrs. Gordon or 
Kidder, Peabody or Gilman also, and occasionally Mr. Parrott; and 
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that on these occasions they ‘discussed all problems that affected 
Washington Water Power Co.—most of the problems.” 

Mr. Borneman explained that the purpose of sending out the type of 
letter that was sent to the stockholders, together with a form of card 
for the stockholders to sign and return to the committee, was to find 
out whether the stockholders continued to have any interest in a 
merger with Washington, and that the card which the stockholders 
submitted was merely an expression of interest (V, 1968-1972). 

Apparently Blyth & Co. was also attempting to continue its lunch- 
eon conferences with Mr. Robinson at this time, for on July 5, 1955, 
Mr. Robinson wrote Mr. Miller of Blyth, acknowledging Mr. Miller’s 
letter of June 30 suggesting a luncheon engagement when Mr. Robin- 
son returned to New York, and informing Mr. Miller that “as soon as 
I know that I am coming to New York, I shall get in touch with you.” 
(IX, 4590). 

COMMITTEE LETTER OF JULY 20, 1955 


Finally, the letter to Puget stockholders was printed upon a letter- 
head of the stockholders committee and mailed under date of July 
20, 1955, to each Puget stockholder of record holding 50 shares or 
more (IX, 4591). The letter appealed to the Puget stockholders and 
listed “four compelling reasons” why the committee favored a merger 
of Puget into Washington. Enclosed in the letter was a card which 
stockholders were asked to sign and to return to the committee in an 
enclosed self-addressed stamped envelope. The committee deemed 
this card as vital. 

While Mr. Borneman testified that the stockholders committee had 


decided prior to sending out this letter that it would not attempt to 
carry on a proxy fight to oust the present management of Puget, 
certainly there was nothing in this letter to convey that decision to 
the stockholders of Puget. On the contrary, the signature cards 
which it had requested the stockholders mail to the committee indi- 
cated to the stockholders that by so doing— 


your voice will be heard on this matter—and your opinion, 
backed by your stock ownership, will count in the decision 
to be made. 


The letter contained a direct appeal to stockholders to support the 
committee. It stated: 


Now for the first time, we are able to go directly to all 
stockholders and ask for their support. If we do not have 
their support, we have no incentive to continue. 

So if you want us to continue working for you—if you want 
us to continue our efforts to have the management put a 
definite proposal of merger before you—please sign the 
enclosed card and return it today. 


That is why the stockholders were told in the letter that ‘‘the 
card is vital.” 

In its letter the committee further expressed confidence that if 
enough stockholders expressed themselves affirmatively in favor of the 
committee’s efforts toward a merger, the committee could go to the 
Washington management and obtain a new merger offer which would 
be so favorable to the stockholders of Puget “that Puget management 
will no longer be able to postpone submitting this matter to stock- 











A STUDY OF THE ANTITRUST LAWS 77 
holders for their vote.” But the committee well knew that for many 
reasons not referred to in this letter Puget management was com- 
mitted to a course of operating Puget as an independent utility and 
was against any merger upon any terms whatsoever. Consequently, 
if the stockholders responded with the cards in the way the committee 
hoped they might do, the situation would develop where the committee 
would be in a position, and would be practically forced, to carry on a 
proxy contest to oust the management of Puget if the management still 
persisted in not submitting a proposal of merger to the stockholders for 
a vote. In other words, this communication to the stockholders and 
the requested cards was merely a step toward a solicitation of a proxy 
or authorization from the stockholders. 

In any consideration of the significance of the letter of the stock- 
holders committee of July 20, 1955, it must be remembered that 
pursuant to the decree of the Massachusetts court entered in the suit 
for the stockholders list, a meeting of the Puget stockholders was to be 
called by the management in September or October of 1955 for the 
purpose of electing directors and to handle such other business as may 
come before the stockholders. 

Mr. McLaughlin had, of course, been apprised for many, many 
months of the intentions of the stockholders committee to oust him 
from his office, and to elect a board of directors which would be com- 
mitted to carry out a merger of Puget into Washington. Perhaps 
the first indication of this policy of the stockholders committee was 
expressed in a letter of its secretary to stockholders of Puget dated 
February 18, 1953, and which contained the ultimatum that unless 
Puget’s management proceeded to advance the merger negotiations 
to a specific date, the committee might consider moving to elect a 
new management which would be more “cooperative” (IX, 4530). 

In December 1953, Mr. Webster, of Kidder Peabody and a long- 
standing friend of Mr. McLaughlin, had written Mr. McLaughlin 
that it seemed to him (Webster) very unlikely that the stockholders’ 
committee could “succeed in forcing the issue,’’ meaning that they 
could succeed in ousting Mr. McLaughlin and the existing Puget 
management and installing a different management amenable to the 
merger with Washington, “but from the way some of them talk, 
they may very well have a try at it’’ (IX, 4573). 

The entire record in the suit by the committee through Mr. Hanra- 
han against Puget to secure a list of the stoc ‘kholders showed the 
purpose was to conduct a proxy fight and to oust the present manage- 
ment and supplant it by a management committed to the merger 
with Washington as a preliminary step to accomplishing the ultimate 
objective of the committee, namely, to see that such a merger was 
consummated. 

In his letter to Mr. McLaughlin of January 5, 1955, Mr. Borne- 
man of Kidder Peabody stated (IX, 4585): 


In my opinion, the members of the committee are com- 
mitted to go ahead with their program to replace the board 
of Puget as a preliminary step to the negotiation of a new 
merger proposal which they believed to be in the interests of 
Puget’s stockholders. 


This “opinion” of Mr. Borneman seems to have been well founded 
in view of the activity of Mr. Borneman and other members of the 
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committee in compiling a slate of candidates headed by Mr. Odlin 
previous to the date this letter was written. 

Even the decision of the Supreme Judicial Court of Massachusetts 
which was handed down May 3, 1955, referred to the purpose of the 
petitioners in using the stockholders’ list for a proxy battle to replace 
the existing Puget management in order to advance the merger 
proposals. 

FAILURE TO CLEAR LETTER WITH SEC 


And so, with the date for the meeting of Puget stockholders to be 
set during September or October of 1955, it 1s not surprising that 
upon the receipt of a copy of the letter of the stockholders’ committee 
of July 20, 1955, Mr. McLaughlin felt impelled to almost immedi- 
ately address a letter to the stockholders of Puget, which he did 
under date of July 28, 1955 (IX, 4598-4599). Mr. McLaughlin 
made a very significant observation: 


A letter dated July 20, 1955, was mailed to stockholders of 
this company by a group composed of, representatives of 
financial houses and stock brokers which calls itself a Stock- 
holders’ Committee for Puget Sound Power & Light Co. 
It is highly significant that the committee’s letter soliciting 
support for a merger does not comply with the proxy rules of 
the Securities and Exchange Commission and we are advised 
it was never even submitted to that body. Puget is, of 
course, in all respects adhering to SEC regulations, which 
nec essarily takes time and delays to some extent the sending 
of communications to stockholders. 


After referring to what he termed the “greatly improved climate”’ 
which he stated exists at the time of his writing, and the company’s 
progress in earnings as well as the basic reasons for the refusal to 
extend the 1953 merger proposals, the letter proceeded: 


We feel you should know that in our opinion, the letter of 
this minority group is gravely misleading in many im- 
portant respects and omits much vital information. So far as 
we are aware, this group does not own beneficially any con- 
siderable amount of Puget stock, and our records indicate 
a large decrease in their record holdings in the past 2 years. 
The prime movers in the committee are financial houses and 
stock brokerage firms that have in recent years placed large 
securities issues for Washington Water Power, which your 
management believes is eager to take over Puget’s properties 
and customers under a guise of a merger. These firms have 
admitted that they expected to derive substantial fees and 
other possible financial benefits from promoting the previous 
“merger” proposal. 


The terms of the stockholders’ committee letter of July 20 referred 
to are sufficient to disclose some reasons why a few days after its 
mailing the communication was challenged by the Securities and 
Exchange Commission (SEC) as being a violation of its proxy rules. 
The proxy rules are designed to protect stockholders from bogus 
solicitations and therefore require a complete disclosure of all interests. 

On July 25, 1955, Mr. Currie described the circumstances of this 
protest from the SEC in a memorandum to several members of the 





A STUDY OF THE ANTITRUST LAWS 79 


stockholders’ committee (IX, 4596). Enclosed with the memoran- 
dum was a copy of a letter from Mr. Currie to Byron D. Woodside, 
Director of the SEC Corporation Finance Division (IX, 4596-4597) 
This letter denied that the stockholders’ committee letter of July 20 
was a solicitation of proxies in violation of the SEC proxy regulations 
The letter stated that the ‘committee has no intention of soliciting 
proxies.”’ 

Although Mr. Currie, in this letter to the SEC, gives the explicit 
assurance that the “committee has no intention of soliciting proxies,” 
no such assurance was given to Puget’s stockholders by the com- 
mittee’s letter. In fact, as has already been pointed out, the purpose 
of the committee in obtaining the list of Puget stockholders through 
the long litigation in the Massachusetts courts was in order to permit 
the committee to solicit proxies. That was the positive representa- 
tion made to those courts as a basis for securing the order directing 
that the list of stockholders be made available to the stockholders’ 
committee. It will be recalled the stockholders’ committee had gone 
so far forward in preparation for a proxy fight against Mr. McLaugh- 
lin and his management of Puget that even a tentative list of candi- 
dates for a new Puget board of directors had been discussed by the 
major members of the committee after the tentative list had been 
submitted by Messrs. Odlin and Maxwell of Blyth. A commitment 
had even been obtained from Georgeson & Co., whose business it is 
to make personal solicitation of stockholders, to stand by for reten- 
tion by the committee for the purpose of soliciting Puget stockholders 
on behalf of the committee slate. The letter of July 20 stressed over 
and over again that “your committee’ will continue to work for a 
merger. Nowhere in the letter is it intimated that if it became 
necessary to attempt to oust the present management of Puget, the 
committee would not hesitate to do so as a step in accomplishing a 
merger with Washington. 

On the following day, July 26, 1955, Mr. Currie was forced to report 
by memorandum to several members of the stockholders’ committee 
that the SEC had rejected Currie’s letter of the previous day and 
that the SEC “are still of the opinion that the committee’s letter 
involved the solicitation of an ‘authorization’ within the meaning 
of the proxy rules” (IX, 4597). Mr. Currie reported that Mr. Wood- 
side of the SEC threatened that unless steps were taken to clear the 
material under the proxy rules, “he and his staff would recommend 
to the Commission that injunction proceedings be brought.” 

According to a memorandum by Mr. Erpf of Carl M. Loeb, Rhoades, 
dated July 28, 1955, a stockholders’ committee meeting at which 
“only a few were present” was held on that date in Mr. Currie’s office, 
at which time his dealings with Mr. Woodside and the SEC were dis- 
cussed and the following was reported by Mr. Erpf to his partner (1X, 
4598): 


The Commission’s staff indicated that they desired the 
committee to stop “‘soliciting’’ to make no use of “any 
authorization” received, and to file with the Commission a 
“full disclosure’ of the committee’s position and holdings, 
the same as in any proxy contest; if this is not forthcoming, 


they might ask the Commission to seek a court injunction. 
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It appears, however, that by the following Monday, August 1, Mr. 
Currie had arranged with Mr. Woodside of the SEC to send a second 
letter to stockholders as a compromise means of settling the issue of 
a possible proxy rules violation. With a copy of this memorandum, 
Mr. Currie sent to each of those committee members a copy of a 
suggested drafted letter which Mr. Woodside had agreed would satisfy 
the SEC if sent out immediately to the same mailing list which re- 
ceived the original letter (IX, 4599). Mr. Currie further advised the 
members that “failing and undertaking to mail a letter in these gen- 
eral terms, the SEC has instructed the staff to bring an injunction 
proceeding.”” Mr. Currie stated that he would call a meeting of the 
New York committee members if desired, and that he had promised 
to give Mr. Woodside his answer as early as possible on Tuesday, 
August 3. 

It will be recalled that the Puget president, Mr. McLaughlin, had 
asserted that the committee membership was interested in promotion 
of the merger because of the hope of obtaining lucrative fees and 
because of identification with W ashington Water Power Co. Had 
the committee’s communication to the stockholders been cleared with 
the SEC, the committee would have been compelled, under that 
agency’s proxy rules, to disclose the interests and relationships of the 
committee members. Rather than do this, the committee chose to 
bypass the SEC. 

On August 3, Mr. Currie sent a letter to the SEC in which he en- 
closed a proof of the proposed letter to stockholders of Puget. He 
informed the SEC that this letter would be mailed to the 8,366 stock- 
holders holding 50 shares or more of Puget stock to whom the original 
letter had been mailed, and that he had instructed the mailing service 
to proceed with the addressing of the envelopes and to mail the en- 
closed form letter by noen on Thursday, August 5 (IX, 4600). 

In the meantime, the drive for obtaining these signed cards from 
stockholders had continued unabated. By August 1, 1955, he reported 
to Mr. Marks and the others that he had received cards from the 
holders of 443,694 shares (LX, 4599). 


BLYTH’S ENERGETIC CANVASS 


A part of these results was attributable to the energetic canvass 
made by Blyth & Co. A company memorandum was dispatched 
promptly by Mr. Miller to all offices of Blyth & Co. announcing the 
letter, furnishing the supplies of it, and explaining briefly the purpose 
of the solicitation of cards and stating (IX, 4597): 

Herewith is a list of Puget stockholders in your area ownit 
100 shares or more. We are seeking to obtain the best card 
returns possible from stockholders and would appreciate it 
if you will have your salesmen contact as soon as possible 
these owners of Puget common. The best plan would be 
for the stockholders to fill in the card and give it to the 
individual salesmen and then to have all the cards sent to me. 
FrEeD MILLER. 


As an indication of how this instruction was received in various offices 
of Blyth & Co., the following is a quotation from a memorandum of 
the sales manager for the San Francisco office of Blyth & Co., Arthur 
J. Dolan, Jr., addressed to all salesmen (1X, 4597): 
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In connection with the above (the quotation of Mr. 
Miller’s direction in full) we are required to follow the 
instructions and to contact the shareholders and, if possible, 
receive their signatures on the cards. Although each stock- 
holder has received the letter from the committee with card 
we can supply you with additional cards and letters if 
necessary. Please give this your immediate attention 


In a memorandum to members of the stockholder’s committee, 
dated August 3, 1955, in which he enclosed a copy of the letter which 
was being mailed to stockholders under date of August 5, Mr. Currie 
stated (IX, 4600): 


Since the committee never did intend to make any use of the 
cards save as a straw pool of stockholders’ interest, there 
seemed to be no point in making a stand on a matter o/ 
principle which would involve unnecessary litigation. This 
conclusion was further supported by the fact that the climate 
for a merger did not seem particularly propitious at this time. 


Apparently Mr. Marks, as chairman of the stockholders committee, 
did not regard the letter in the same light as is indicated in Mr 
Currie’s description of it. Signiiicantly, Mr. Marks wrote Mr. Currie 
on August 5, 1955, the same day that the so-called letter of retraction 
was mailed to Puget’s stockholders (IX, 4601): 


The more I think the matter over, the more I am convinced 
that Kinsey Robinson let us down rather badly. 

After seeing the stockholders list, I don’t see why he let 
us go ahead with the letter, at considerable additional ex- 
pense, and then failed to come through with some merger 
proposition. 

“MISSTATEMENTS AND OMISSIONS’? IN COMMITTEE LETTER 

Subsequent to the hearings, Mr. McLaughlin filed with the sub- 
committee a list of “misstatements and omissions of the stockholders’ 
committee letter of July 20, 1955 (V, 2164). These centered on the 
stockholders’ committee’s assertions that through a merger Puget 
stockholders would get a continuing investment in the Northwest, that 
the merged company could build load safely and aggressively, that the 
State Public Service Commission had approved the merger, and 
finally that the merged company would be a stronger, better invest- 
ment. 

The committee’s letter, said Mr. McLaughlin, failed to point out 
that Puget’s growth potential was better than Washington’s; that its 
estimate of Washington’s plans to increase load actually were the 
projects of the Pacific Northwest Power Co., of which Washington 
was only a part; that approval by the State Public Service Commission 
was not final, and that approval of the Federal Power Commission 
had not been obtained; and finally, that the conclusion of a merged 
company being a better investment, based on the Jackson & Moreland 
report, was invalid, as that firm did not make the complete investiga- 
tion which the committee said it authorized. 

The long delayed special meeting of the stockholders of Puget was 
finally held on October 20, 1955. 

Whatever had been the intentions of the holders of the shares of 
stock claimed to have been represented by the stockholders committee 
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at the time of the letter of July 20, 1955, or previously to the stock- 
holders meeting, it would appear that the decision had been reached 
to support Mr. McLaughlin and the present board of directors by the 
time the special meeting was held on October 20, 1955. For it appears 
that in excess of 88 percent of the outstanding stock was voted at the 
meeting in favor of the reelection of the present management and 
board, which was practically all of the shares represented at the 
meeting. In stating this in his presentation to the Puget stockholders 
on October 20, 1955, Mr. McLaughlin observed that was the highest 
percentage of shares voted for the election of directors in any year 
since the common stock became publicly held in 1943, and that further- 
more, out of the 33 percent of the stockholders of Puget who lived in 
the State of Washington, the records showed that over 95 percent of 
the total shares held by them were represented by favorable proxies 
sent to the management (V, 2167). Mr. McLaughlin further re- 
ported that Puget’s earnings so far that year had been the best in its 
history. 

On September 21, 22, and 23, 1955, the subcommittee conducted 
public hearings. Among those who testified were Messrs. McLaughlin, 
Robinson, and Parrott, officers of Bond & Share and of Ebasco, 
and officers or partners of several of the investment banking and 
brokerage houses which were members of the stockholders’ committee. 
The subcommittee obtained under subpena photostats of numerous 
pertinent documents and other data from Puget, Washington, the 
stockholders’ committee and its members. The testimony and 
exhibits of the hearings are contained in the printed record. The 
documents referred to in this report are found in the record or in the 
appendix. 

In all correspondence to Mr. McLaughlin and to Puget stockholders, 
the stockholders’ committee claimed that they owned or represented 
a substantial number of shares of Puget stock. An analysis of the 
data submitted to the subcommittee by the individual members of 
the stockholders’ committee indicates that a few of these firms held 
only a few shares of Puget or none at all, that they had no requisite 
written authority to act for their customers, and that they held 
substantial shares of Washington stock (IX, 4602). 

The attempted merger of Puget into Washington has never been 
consummated. Mr. McLaughlin, in his statement to the Puget 
stockholders at a special meeting in October 1955, indicated his 
belief that the subcommittee’s hearings “‘cast a revealing light on the 
close relationships” of the stockholders’ committee with Washington 
and marked the closing episode to the attempt to have Washington 
absorb Puget under the guise of a merger. 

On January 27, 1956, the stockholders’ committee announced it was 
disbanding as the merger no longer appeared feasible. Its announce- 
ment stated (IX, 4601): 


We wish to advise you that this committee, organized to 
promote a merger between Puget Sound Power & Light Co. 
and Washington Water Power Co., has been disbanded, 
because such a merger does not seem possible of accomplish- 
ment at this time. 


O 











